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1 ARCADI A, CALI FORNI A, THURSDAY, NOVEMBER 3, 2005
2 9:08 A M

3 -00o0-

4

5 EXECUTI VE DI RECTOR FERM N: Ladi es and

6 gentlemen, if the meeting will come to order. This
7 is a regular nmeeting of the California Horse Racing

8 Board on Thursday, Novenmber 3, 2005 at Arcadia City

9 Hal I, 240 West Huntington Drive, Arcadia.
10 Present at this meeting are Chairman John
11 Harris, Vice Chairman W I Iliam Bi anco, Conm ssioner

12 Cheryl Granzella, Commi ssioner Marie Moretti,

13 Comm ssi oner Richard Shapiro, and | underst and that
14 Conmm ssi oner Andreini is going to be |ate.

15 Is M. Moss scheduled to come? He's not
16 com ng. Okay.

17 We're going to go into executive session

18 at this time and reconvene in probably about a half

19 hour .

20 CHAI RMAN HARRI' S: 25 mi nutes.

21 (Whereupon, a recess was held

22 from9:09 AM to 10:15 A M)

23 EXECUTI VE DI RECTOR FERM N: Pl ease take your

24 seats. We're going to go ahead and reconvene the

25 meeting. Before we go on with the business at hand,
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I'd like to remi nd everyone to please state your
name and your group that you represent for our court
reporter so that our record can be reflected
correctly.

And I'1l turn the neeting now over to --
oh, additionally, for the record, I'd like to al so
mention that Comm ssioner Jerry Moss has now joi ned
the meeting as well. W'd like to now wel come now
our new comm ssioner, M. John Andreini

CHAI RMAN HARRI S: Sorry for the del ay
in starting the neeting. W actually had to go into
executive session and conme back. But we appreciate
your patience, and I1'd like to join everyone in
wel comi ng John Andreini to the board. I'"ve known
John a long tine. He's got very excell ent
experience both in horses and in business and is a
wel cone addition to the Board.

First itemis presentation of Board
resolution of the City of Arcadia. Greatly
appreci ate being able to use their City Hall

I's there someone here from Arcadia to
accept this?

This is -- it's got a bunch of
"whereases," but it's basically the City of Arcadia

has been a benefactor and facilitator on behal f of
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Santa Anita Park, the California Horse Raci ng Board,
and the entire horse racing industry for very many
years, and we've gotten excellent cooperation in
being able to be here, and this is probably the

ni cest meeting room we've had in the whole season.

So it's a real treat to be here in the City of

Ar cadi a.

UNKNOWN SPEAKER: Thank you. It's our
pl easure.

CHAlI RMAN HARRI' S: The next is a
presentation for Board resolution for Dr. WIlliam
Bel | .

Dr. Bell

As you know, Dr. Bell has been the state
veterinarian in the Southern California racetracks
for the | ast several years. He' s done an excell ent
job and is retiring and will be deeply m ssed, but
he really brought a high degree of excellence to
this position and is well respected by everyone in
the industry.

Dr. Bell

DR. BELL: Thank you so much.

(Appl ause.)

DR. BELL: I would like to thank the

comm ssioners, those who are here and those who
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preceded for the opportunity for alnost 16 years to
be the official veterinarian for the Southern
California thoroughbred circuit.

It's given me the opportunity to work with
probably the greatest group of veterinarians
probably anywhere in the world. I'"ve had real great
trainers, been associated with a |ot of great
horses, groomers and hot wal kers.

And | would like to thank a few people for
support in this job I've had these years: M . Roy
M nam with the California Horse Racing Board;

Dr. Ron Jensen, equine nedical director of the
Board; Dr. Scott Stanley with the Ken Matty
Anal ytical Lab at U.C. Davis.

I would like to thank the racetracks that
have been very supportive over these years, M. G|
Har per with Del Mar, and | have the Del Mar tie on
t oday. Herbert Shirlingworth with GCak Tree Racing
Associ ation, M. George Haines with Santa Anita and
M. Yule Wyatt with Holl ywood Park

Al so the stewards that have supported me
over the years, and one person that stands out is
M. George Slender, who swore me in and gave me the
oath for this job in February 1990.

I would like to thank al so the
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i nvestigators that we've had over the years. W've
got some great ones. They know what they're doing,
and | also felt great support from them

And | ast, but not |east, two people that
I"ve worked with closely for all these years,

Franci sco Risco, better known as Francis, who runs
the receiving barn, and he is in charge of all the
enmpl oyees there, and he ran the thing as a
wel | -oil ed machi ne.

And probably the nost inportant of all the
people is my Secretary, Phyllis Davis, who was a
confi dant. She was al ways t here.

And the one quality about Phyllis, if |
was about to make a decision about sonething that |
didn't question that she thought | was wrong, she
was not afraid to stand up and tell me, "Doc, you're
wrong." | appreciated that. And she's al ways been
there in my support, and has made nmy job easy.

Thank you so nmuch

(Appl ause.)

CHAI RMAN HARRI'S: The next itemis the
di scussion action by the Board for approval of the
m nut es of our Septenber meeting.

Any additions or corrections to those?

Heari ng none, do we have a notion?
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1 Do we have nmotion to approve those?

2 COVM SSI ONER ANDREI NI : (1l naudi bl e).
3 COWMM SSI ONER SHAPI RO Second.

4 CHAI RMAN HARRI S: All in favor.

5 ( SPEAKI NG SI MULTANEQUSLY) : "Aye."

6 CHAI RMAN HARRI S: Now we're going to

7 the Septenber 6 nmeeting. This is at the big Fresno

8 (inaudible) if you'll recall.
9 Is there a notion on that?
10 COVM SSI ONER SHAPI RO: I1'd Iike to make a

11 correction.

12 CHAI RMAN HARRI' S:  Okay. Yes?

13 COMM SSI ONER SHAPI RO: | believe that on
14 Page 2 of the mi nutes on the sixth line, second word
15 in, the word "could" should be "woul d."

16 CHAI RMAN HARRI S: Page 2, what |ine?

17 COMM SSI ONER SHAPI RO: Sixth I'ine down

18 after the word "advertising,” the word should be

19 “woul d," not "could."

20 CHAI RMAN HARRI S: M. Liebau says,

21 "Spendi ng on media advertising could be four tinmes
22 t hat . "

23 COMM SSI ONER SHAPI RO: He said, "Wuld be

24 four times that."

25 He's referring to the $80,000 that was
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1 spent by Churchill Downs in the prior year.
2 CHAI RMAN HARRI S:  Well, | don't know
3 if they took it out of the transcript or how they

4 came up with "could” or "would.™

5 What does M. Liebau recall with respect

6 to "could" or "would"?

7 MR. LI EBAU: I think the question is noot.
8 Say "woul d."

9 CHAlI RMAN HARRI S: Okay. Change it

10 from"could" to "would."

11 Anyt hing el se on those m nutes? Motion to

12 approve?

13 COWMM SSI ONER SHAPI RO:  So nmpoved

14 CHAI RMAN HARRI S: Second to approve,
15 all in favor?

16 ( SPEAKI NG SI MULTANEOUSLY) : "Aye."
17 CHAI RMAN HARRI S: The next itemis

18 di scussion action by the Board, application to

19 conduct a horse racing neeting at the Los Angel es
20 Turf Club at Santa Anita conmmenci ng on December 26
21 t hrough April 23.

22 MS. WAGNER: Good norning. Jacqueline
23 Wagner, CHRB staff. The application for the

24 Los Angel es Turf Club, they are proposing to run a

25 race nmeet from December 26, 2005 through April 23,
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2006. This will be for 86 days which is one nore
day than they ran in 2005.

The association is proposing to race a
total of 86 races with an estimted -- excuse nme --
86 days with an estimted 718 races. Their first
post tinme will be 1:00 P.M on weekends and at
12:30 P.M post on weekends and holi days.

They'll have a 12:00 o'clock post on
December 26, January 16, and January 28 as well as
February the 20th, March 4, and April 8. There wil
be a 12:30 post on February 4 and a 3:00 P.M post
on Friday April 15 and April 22.

This application is noted to be announced
as m ssing a horsenmen’s agreement. I have been
informed that the issues in the horsemen agreement
has been resolved and there was an agreenent in
concept. Staff would reconmend that the Board
approve the application contingent upon us including
t hat signed copy of the horsemen's agreenment.

We do have a representative fromthe
Los Angel es Turf Club for you who may answer any
questions you nmay have.

CHAlI RMAN HARRI S: I still want to hear
from Los Angeles Turf Club

Any questions from the Board?
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COMM SSI ONER SHAPI RO: | have a few
questi ons. | see the horsemen's agreenent is not
finalized yet. Is it close to being finalized?

MR. HAI NES: George Hai nes, Santa Anita.

Yes, it is. We canme to an agreenment | ast
ni ght.

COVM SSI ONER SHAPI RO | notice that
you're not using the $.10 superfecta.

Is there a reason why you're not using it
in your app?

MR. HAINES: No. [It's an om ssion in our
application.

CHAI RMAN HARRI S: That's good. |
think that's a good bet.

COMM SSI ONER SHAPIRO:  In ternms of ADW
wagering, will Express Bet be the only -- how will
ADW wagering be conducted at this upcomng -- at
your Santa Anita spring meeting?

MR. HAI NES: Ron Hai nes from Express Bet
is here to answer your question.

COWMM SSI ONER SHAPI RO: My question is
really directed at will TVG be working the nmeet as
they are currently working at the Oak Tree neeting?

CHAI RMAN HARRI S: Basically is there

an exclusive arrangement with HRTV?

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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MR. LUNI EWSKI : Ronal d Luni ewski ,

Express Bet.

We plan on entering into discussions with
Tel evi si on Games Network between now and the start
of the neets, |ooking towards figuring out a way to
cooperate with Tel evision Games Network and give
them the signal on Santa Anita and then get
(i naudi bl e) California contact.

As of right now those discussion have been
start ed. Ron Charles and | had some prelimnary
di scussi ons | ast night. So we plan on proceedi ng on
spending a lot of time on it over the next six to
ei ght weeks on that topic.

But as of right now, if nothing changes,
Express Bet, You Bet, would be (inaudible) in this
mar ket pl ace.

COWMM SSI ONER SHAPIRO: Well, | had a
problem with the whole way that the ADW system
appears to be set up, and | understand there's
excl usi ve agreements and nonexclusive agreenents.

But for sone of us who don't have the
capability or be able to see both TVG and al so HRTV,
it appears to nme that we're constantly | ooking for
ways to increase purses.

And | would strongly suggest to you and to
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1 TVG and everybody to get in a roomand figure out a
2 way to help California racing so that all providers
3 providing a race are providing signals at al

4 tracks.

5 Thi s exclusive arrangement -- and | don't
6 know t he economics of it -- but | think we have to
7 | ook beyond that, and we have to find a way so that

8 we can offer wagering through all channels at al

9 tracks and hopefully boost our purses.

10 So | know that if |I were hearing this

11 simul cast of the ADW private applications today,

12 frankly I would take a much different view than

13 took the last time we heard themif there was a way
14 to get TVG and Express Bet at all tracks so that we
15 can enhance the handl e and purses in California. So
16 I would strongly ask that you pursue that.

17 MR.  LUNI EWSK] : Absol utely that's

18 (i naudi bl e).

19 CHAI RMAN HARRI S: I'"m assum ng the
20 issue is that the actual wagering, which | think we
21 do license the ADW providers, and maybe we can

22 conment on that.

23 I"mnot sure how much | atitude we have as
24 far as telling TV networks what they should cover.
25 COWMM SSI ONER SHAPI RO: I"'m not intending
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to tell the TV networks. | understand that if HRTV
doesn't want to show races at Hol |l ywood Park, that's
their decision. But | think it's in horse racing's
best interest that the ADW providers provide
wagering at all the tracks.

These exclusive arrangenments | don't think
are beneficial to our fans and to people that are
desirous of promoting California horse racing. And,
frankly, | think they're harnful, and we need to get
our purses out, and we should be using every means
to do it.

CHAI RMAN HARRI S: | agree. In a
perfect world it would be nice if both of them
everybody everything, but clearly the actua
wagering would be a (inaudible).

COVM SSI ONER SHAPI RO  Well, | agree. And
that's why | believe we approved | ast Decenber a
two-year |icense application for the ADW providers.

And | would hope the Board would take a
whol e different view or |look at that next tine it
comes up and encouraging the tracks to please sit
down with all the providers and work out sonme
arrangenments that will help our wagering public.

MR. COUTO: Good nor ni ng. Drew Couto on

behal f of Thoroughbred Owners of California.
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I'd like to apol ogize to the Board for not
havi ng the horsemen's agreenment finalized until | ast
ni ght .

We had some issues that required a full
meeting of my commttee and the racing association
beyond Santa Anita resolved, and |I'mglad to say we
did resolve them all yesterday. So we shoul d be
able to expedite everything in the future.

Wth regard to the ADW however, we -- TOC
did host a nmeeting yesterday with the three ADW
conpani es and intended to meet privately with each
and then jointly.

Two of the three were able to show up.

One which had indicated earlier that it was not
intending to nmeet did eventually convey to us that

t hey would meet but they were unavail abl e yesterday,
and we | earned that the day before.

But it is our intent at TOC that this
com ng year my Board has basically had it with the
exclusivity arrangenents and the fact that these are
hurting California purses and hurting California
raci ng associations for the benefit of some narrow
corporate interests.

We have a much | arger industry that needs

to take full advantage of the law that's out there.
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TOC has never been a signatory to any of these
excl usive arrangements, and we have left to the
conpanies up to this point the ability to work
somet hi ng out.

We were trying to give them one nore

opportunity to do that. We probably will, but this
issue will conme to a head here shortly one way or
t he other.
COMM SSI ONER SHAPI RO: Well, | appl aud
t hat . | seriously applaud that.

MR. CASTRO: Ri chard Castro, Pari -Mutuel
Enpl oyees Guil d.

I hope you also include us in this master

pl an. We're still waiting for live tel ephone
operators. We're still waiting for your staff to
get a meeting with the Internet operators. Pl ease

don't exclude us.

COMM SSI ONER SHAPI RO: M. Castro, we have
no i ntention of excluding you, and we understand
your concerns; and we, | believe in the past,
denonstrated that we are synpathetic to jobs that
you felt would be created here and need to be
created here.

CHAI RMAN HARRI S: Yeah.

MR. CASTRO:. Yeah, but synpathy doesn't
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put noney in our pockets. And as long as you have
t he thoroughbred owners pushing the ball, maybe you
should take a second | ook in your executive session
about hearing their |licenses again.

Why wait until December? Why can't we do
this in March?

COMM SSI ONER SHAPI RO: I don't know. We
did issue, as | recall, two-year |licenses. | don't
know i f we have any basis for which to review or to
reconsi der those |icenses.

MR. CASTRO:; If | violated my license, you
can bet you'd haul me in and review it. I don't see
why you would treat an operator's |license any
different.

CHAI RMAN HARRI S: It will be | ooked
at -- every time we issue a license to a track, that
ties into their whole program So you sort of have
anot her bite out of the apple on the way.

COWM SSI ONER SHAPI RO: Wel |, again,
think that if there's a way for us to reconsider and
| ook at the ADW program |I'mall for it because
believe it's a disservice to everybody involved that
we don't have our ADW providers cooperating and
wor ki ng, and so |'m more than happy to have this as

an open agenda item i mmedi ately and di scuss this
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future.

CHAI RMAN HARRI S: Before we get this
on the agenda for the next nmeeting, |I'd Iike to see
some data on how different scenarios at work |ike,
for instance, every provider whose had it and how
t hat works versus having just one before we make a
deci si on.

COMM SSI ONER SHAPI RO: I couldn't agree
with you nore. We can use Oak Tree which does have
all providers and sonme of these and compare themto
t hose that don't.

CHAI RMAN HARRI'S: | don't think --
does Oak Tree have HRTV?

COMM SSI ONER SHAPI RC: They don't?

MR. CASTRO: "1l trust the decision to
your wi sdom here

COWM SSI ONER SHAPI RO: But we're not goin
to haul you off.

CHAI RMAN HARRI'S: How about the -- |
mean | think we need to give the track latitude in
their charges, but based on my observations of how
busy the Turf Club is, | don't really see the wi sdo
of raising their adm ssion to the Turf club from $1
to $20. I mean you can get down there --

MR. HAINES: It always was $20 on the

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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weekend. All we did was raise it to $20 on
Wednesday, Thursday, and Friday. W put a
substanti al anmount of money into remodeling the Turf
Club this past I TW neet.

CHAI RMAN HARRI S: Okay. "1l take a
| ook at it. It just seens like it's a great place
for people to go who like to avoid crowds.

(Laughter from audi ence.)

CHAI RMAN HARRI S: Seens |ike a
Frontrunner. To me the Frontrunner is a much better
venue for someone which basically this clubhouse

(i naudi bl e) plus your charges at the table.

But | mean | hope the Turf Club can return
to its former glory, but it |ooks |ike an aging | ady
at this point. But |I'lIl take another | ook

EXECUTI VE DI RECTOR FERM N: A what ?

COMM SSI ONER SHAPI RO: Can t hat be
stricken fromthe record?

CHAI RMAN HARRI S:  VWhat's wrong with
that? There's beauty in age.

COWM SS|I ONER SHAPI RO: | have a few nore
questions for the applicant. As you know, we are
consi dering new verification in weights to be
carried, and part of those recommendati ons are to

install a video camera on the scal es.
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And |'m not exactly sure of the timng,
but | would like in terms of -- 1'd |like to hear
that you're willing to install a video camera in
ternms of the weigh-out scale once we determ ne how
we're going to inmplement the system

MR. HAI NES: Yes, we are.

COVMM SSI ONER SHAPI RO:  Thank you. W th
respect -- in your license application, you state
under the section "Describe any inmprovements that
this facility advanced that directly benefit
hor senen: Ext ensive repairs and cl eanup throughout
the stadium "

Could you tell me where these extensive
repairs are?

MR. HAI NES: Mostly the repairs are to the
infrastructure of barns, structural repairs, that
type of thing.

COWMM SSI ONER SHAPIRO:  All right. 1'd
wat ch your backside. And when we sat here a year
ago, we tal ked about the barn area being approved,
and it's nmy understanding the horsenmen and we have
been prom sed that Santa Anita would work to inprove
t hat backsi de for many years.

And, frankly, those barns are |ess than

acceptable. They're old, and they need to be
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i mproved, and | recogni ze the tough times of
economi Cs.

But if Gulfstream can get a whol e new
track, is there a chance we can get sone new barns
and get barns that are nore habitable for these
horses?

MR. HAI NES: Ron Charles and | are working
very hard right now with corporate. W are com ng
up with a plan. W hope to get something to act on
by the end of the Santa Anita neet.

COVM SSI ONER SHAPI RO:  All right. Wuld
it be fair to say that you'll come back to us by our
April neeting with a plan?

MR. HAI NES: Yes. We are working with
corporate on that plan, and depending on their

tolerance with us, yes.

COVM SSI ONER SHAPI RC: I nmean we have to
i nprove that barn area. It's a quagmre when it
rains. It's uninhabitable, and we keep hearing

this, but nothing happens.

So | truly urge you to let corporate know
that we need to have a barn that's nore acceptable
on that.

MR. HAI NES: I will.

COVM SSI ONER SHAPI RO: W th respect to
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your pronmotional efforts at this upcom ng meeting,
can you give us sone el aboration on how much and to
what extent you will be spending on adverti sing
dollars to promote this nmeet?

MR. HAI NES: Yes. Qur Vice President of
Mar keting Allen Gutterman is here. He'll speak to
t hat .

MR. GUTTERMAN: Good norni ng. | can't
provide you right now. We're kind of in the process
of putting everything together, some of the
pronotional ideas we have. But | can kind of give
you a rundown of sonme of the things we're going to
do and then give you greater detail before the next
meeti ng.

These -- the promotion will end in 2006.
Mar keting plan for Santa Anita is layered with
di stinct singular efforts aimed at increasing
frequencies for better players representing
extremely conpelling offers.

At the sane tinme we'll be aimng it to
reach | atched players and frequent visitors,

i ncluding gol fers, that they've never received
before and also build interest in our sport in the
horses that conpete every day.

I can go into great detail if you'd |ike
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right now. These include a 2006 version of "A Day
On Us." Once a nonth we will offer a day that is
totally free to all of our thoroughbred members,
free club pass adm ssion, free general parking, free
program and racing form

The initial versions of this have been
tested at the OCak Tree neeting and produced
astoni shing results that indicate how price
sensitive a good portion of our audience is.

On the first try in early October, the
crowd was over 8400 people conmpared to a conparable
day in 2004 of about 4300 people and on-track
handl es of about $400, 000.

On the second try this past Wednesday,
with a simlar group of freebee offers, the crowd
was 7,126 conpared to 3,332 in 2004. The on-track
handl e was up $352,000 from 950,000 | ast year to a
mllion three. And that was with 45 horses running.

On both days food and beverage revenue was
up significantly. W're still fishing around for
the right conmbination of nutual clerks, enployees
needed, but it's been an encouragi ng experi ment and
one we're going to continue into the winter.

We found that there definitely is a

correl ation here between the basic cost the day of
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the races and the willingness of a price-sensitive
clientele to show up under the right circunstances.
These were the two best attended
Wednesdays at Santa Anita since 2003. There is a
good | esson here that you can't go to the well too
many tinmes with a promotion |like this or it |oses
its significance
Just to kind of give you a thunbnai
summary of the things we plan to do. W plan to
| aunch another program called "I'm taking the day
off." This is going to be kind of a cheeky sort of
a peachy version of Las Vegas's "What happens here

stays here."

25

I love ny job, | love ny wife, | |ove ny
kids, but | need to get away for a couple hours. So
I"m going to take the day off. It's my guilty
pl easure. I"m going to play the ponies. I m going

to be here and be home before dark.

And Santa Anita is going to give you
everything -- it's going to do everything it can to
give you a reason to sneak away to the track for a
few races. We'Il give you free clubhouse adm ssion
a free box seat, and a free programto get the day
started.

Guys used to sneak away to the track and
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not tell anyone where they went. The track was a
sanctuary. Many tracks have enticed | atched
pl ayers, people we haven't seen for a while to sneak
away from the work or maybe from chores at hone,
call a buddy and hang out at the track for a few
races.

We'Il try it twice with direct mail and
probably a canmpaign in the general nmedia too. And,
you know, the track can be a guilty pleasure, and it
used to be. It's a good place to disappear.

In fact, this norning at the clubhouse
(i naudi bl e) were shooting photos for a print ad of
fans at the track wearing fake noses, mustaches and
eyebrows sort of hiding in plain site, and that will
be part of this canpaign here that we're a place to
di sappear for a while.

This nmeet is -- we intend to be a happy
bi rt hday from Santa Anita program Everyone whose
bi rt hday we have that falls between Decenber 26 and
April 23 will receive a birthday card from Santa
Anita that will include two passes good for any day
during the month of their birthday.

So if anybody would like to get into Santa
Anita for free, give them your birthday and your

home address, and I'Il send it to you before
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| eave.

We' re expandi ng our thoroughbreds rewards
and frequency program that has enjoyed success in
the past. We will provide excellent high-value
gifts like jackets, sweatshirts, event tickets for
visiting nmore often this year than you did | ast
year. The more you visit, the bigger the prize.

And then finally we're pretty close to
deciding to reinvent a good solid pronmotion. We did
this past spring and sunmmer when | was at Hol | ywood
Park. This was called "Take Five with Fantasy
Reality Stable,” and we'll call it something else at
Santa Anita and nake some changes and hopefully some
i mprovenments on it.

But basically everyone at the track on
openi ng day will have an opportunity to draft a
stabl e of horses that will belong to them for the
meet. As these horses earn nobney for their owners,
they will earn points for their Fantasy Reality
St abl e owners.

The points double or triple. However, if
you attend the races on the day your horse is run
then you also receive free adm ssion on the day your
horse is run just as if you were a horse owner.

It's sort of |like being the owner of a five-horse
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stabl e without paying the bills.

It takes a little while to get rolling
after the initial draft because you've got to wait
for these horses to cone back, but once they do,
|l oyalty and a chance to win money kick in.

And at Hol |l ywood we signed up about 2800
pl ayers, and that accounts for over 8,000 visits,
and that was with a draft day when there were 10, 000
peopl e at the track.

The Santa Anita plan would be to get going
on openi ng day when we should open up the process to
a lot nore players. There will be cash prizes for
the peopl e whose horses earn the npost and who conme
the mpst to see them run.

We're al so | ooking at at | east one mmjor
handicap in the tournanent, and we're even thinking
about a poker tournanment. We've got to see what the
costs are. And as we progress through the nonth of
November, we'll move forward. We're working on TV,
radi o, and print advertising, but | think that's
where we stand at this monent today.

COMM SSI ONER SHAPI RO:  Can you tell us
whet her your TV advertising and your print
advertising in conmparison to |last year, will you be

spendi ng nore money this year; and if so, can you
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gi ve us what percentage increase you'll be spending?
MR. GUTTERMAN: I think we'll be spending

sonething that's very simlar to |ast year. And if

I may, 1'd like to submt that to you in writing.

COMM SSI ONER SHAPI RO: Okay. But we - -
again, we need to pronote it, and you need to
promote it. And as you know, we've had discussions
at the Board about this, and | think we backed away
fromthis when you see the exact nunmbers. But we
were told that we would be made aware of those
nunbers, and | think we want to see those dollars
bei ng spent.

Lastly -- and my question is not for you,
but it's more of a conmentary with respect to the
raci ng program

Unfortunately -- and | understand there's
been a virus in the barnyard, but the racing program
needs to be improved. And | would ask that on our
next nmeeting the agenda -- that we have a specific
agenda itemto discuss the racing programin
California neets.

Al'l too often as |I'm watching your
backsi de, there are people who are investing in
young horses and buying horses, and frankly they

don't have a place to run those horses.
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It appears to me that our racing quality
has gone down, and what we're | ooking at are
recycled clainmers that are racing nore often, and
most people who are investing and bringi ng horses
here don't have a place to go and race them

So | would ask that at the next neeting of
this Board that we consider putting an agenda on
them for those people that, you know, buy a horse
wins its maiden. Where do they go after that?

And |'m hearing that they have to sit in a
barn and can't find a race for them And | think
that part of the problemis that these horses are --
cards are in the book. They don't fill and are not

usi ng races.

Well, maybe they have to use them and feel
some pain until we get people to realize. But if
the chair will maintain on the record to put a ful

agenda item on for that at the next meeting.

CHAI RMAN HARRI S: It's really an issue
| think between the horsemen and the track to
devel op a program that best fits the nodel.

I don't know if the Board wants to
superi mpose what they're going to do. I think
certainly we can work together and is there anything

the Board can do to enhance it?
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I mean there are a |l ot of factors that go
into it. I don't know if we want to demand that
horses be run (inaudible) between the tracks and
horse races.

COMM SSI ONER MOSS: I think you'll find
that if (inaudible) fuller fields and these horses
that originally he's tal king about are not going to
get a chance to run

CHAI RMAN HARRI' S: (Il naudible) if we
don't have conpetitive fields. I mean it's a
bal anci ng act. Not every field is going to be big
and there's a need to give opportunities.

But | think, as | see it, there is an
attenpt to try to balance it. Maybe a lot of it is
just communi cation, but a lot of it -- | consider
the track services.

I think that the track services have been
in perception and reality not that good a | ot of
ti mes and people, you know, and aren't running the
horses because the horse has been injured or they're

afraid to run.

COWM SSI ONER MOSS:  Well -- and certainly
this is up for discussion. But maybe we shoul dn't,
you know, |limt Santa Anita to running 718 races.

Maybe we shoul d keep that open so that if more races
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are required to devel op horses and devel op stars,
whi ch is what people conme out to see, instead of
20, 000 (i naudible) maybe sonmething will happen

COWMM SSI ONER SHAPI RO: | agree. | believe
that - -

COVM SSI ONER MOSS: Well, | disagree with
M. Shapiro that this should be brought up at the
Board to discuss at a full meeting next time.

CHAI RMAN HARRI S: Well, | clearly
t hi nk we should discuss it. I'"mjust trying to |ay
out the pros and cons.

COWM SSI ONER SHAPI RO: You know, if that
means -- and | understand the issue of purse
generati on. But that means there's a race that's in
the book and it only attracts three or four horses
and it's not necessarily a good betting race.

My view is that that race should go, and
if they want to race an extra race that day, it's a
bi gger field, then let themrace an extra race. But
we' re not going to build inventory unless we nmove
t hese young horses along and give them racing
opportunity.

And | agree with you. I think we should
per haps el aborate the discussion to also include

track surfaces because | just came from Crawfords
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Corner, and |I'm hearing that the problemis that the
track surfaces are perceived to be unsafe.

And whet her they're unsafe or not unsafe,
as long as there's that perception, we have to deal
with that, and we have to change that perception.

So perhaps we can put that on the agenda and discuss
both issues at the next meeting.

MR. COUTO: Drew Couto, Thoroughbred
Owners of California. As | understand the proposal,
it's not questioning the relationship between the
track and horsemen as far as the right to negotiate
t hese purses.

But we too feel that the industry m ght
benefit by having a little nmore |ight shown on this
process and everybody understand what's going on and
hear everyone's views, and this m ght be an
appropriate forumto do it.

So we would not be opposed if it did
become an item for discussion at the Board again
with the recognition that this will remain the
responsibility of the appropriate horsenmen's
organi zati on and negotiate the terms with the racing
associ ati on. But it should probably see the |ight
of day, and we support that.

CHAI RMAN HARRI S:  That's my point. I
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t hi nk we obviously need a | ot of discussion,
probably about a week-1ong meeting to sort it out.

But | think still we've got to keep in
m nd now the horsenmen and tracks -- if the horsemen
deci de that they want to have any race in the book
go and you've got one horse in it, they conceivably
can negotiate that.

COMM SSI ONER SHAPI RO:  Well, all I'm
saying is | think that our racing programin the
State of California is not necessarily grow ng by
| eaps and bounds, and we have to discuss issues of
how we're going to i mprove that program and one of
these issues is finding a way to nopve young horses
from mai dens into inventory.

And | think it should be a discussion that
is fully held so that we can understand and help
each other. And that's the point of this neeting.
So why don't we have that nmeeting and discuss it.

CHAI RMAN HARRI S: Yeah. I think all
of us were tal king about the fantasy horse racing.
Well, it should involve fantasy racing centers too.

But anything else on the Santa Anita
application? | think -- | mean obviously | ast
season was di sappoi nting. I think a lot of it was

the weat her, and |'m encouraged by sone of the
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things you're doing, and I think a lot of it would
be -- this would be a key season to start turning
this ship around.
MR. HAINES: We're |looking forward to a

great nmeet if we don't have any weat her problens

li ke we encountered |ast year. That was pretty
unusual . So we | ook forward to going ahead.
COMM SSI ONER SHAPIRO: 1'l1l nove to

approve the application.

COWMM SSI ONER MOSS:  Second

CHAI RMAN HARRI'S: All in favor.

(Speaki ng simultaneously): "Aye"

EXECUTI VE DI RECTOR FERM N: The next is
application for Los Alam tos Quarter Horse. This is
actually a yearlong meet from Decenber 26, '05 to
Decenmber 17, ' O06.

MS. WAGNER: Jacquel i ne Wagner, CHRB
staff. The application before you is fromthe Los
Al am t os Quarter Horse Racing Associ ation. They are
proposing to race from Decenber 26, 2005 through
December 17, 2006 for 201 days.

The association is proposing to race a
total of 2,048 races. They will be racing four
ni ghts a week, Thursday through Sunday, 7 to 15 live

races per night and six to twelve sinmulcast races.
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They will be racing Monday, Decenmber the
26th. The first live post is 7:15 P.M on Thursday
and Friday with a 7:00 o'clock post on Saturday and
a 5:30 post on Sunday.

The anal ysis indicates that the horse
(i naudi bl e) as well as the audited financials. I''m
pl eased to report that this morning | did receive a
copy of the horsenen's agreement, and we also did
receive a draft copy of the audited financi al
st atements.

There is a representative from Los
Alam tos here if you have any questions. St af f
woul d recommend the Board approve the application
contingent -- that you approve the application as
presented. Thank you.

EXECUTI VE DI RECTOR FERM N: We still don't
audi ted financials?

MS. WAGNER: We have a draft of the
audi ted financial statenments, and | have submitted
those to John Reagan, and he can answer those
questi ons.

COWM SSI ONER SHAPI RO: \What years are
t hose audited financial statements for?

MR. REAGAN: Commi ssi oner, John Reagan,

CHRB staff. The financials cover the years
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2003/ 2004, a year-end statement for those two years.

CHAI RMAN HARRI'S:  And they're only in
draft forn?

MR. REAGAN: Yeah. Apparently in some of
the notes there were some concerns, and the
representatives wanted to discuss with me what we
m ght want to see and what they m ght or m ght not
include in sonme of the notes, and | told themthat
we woul d discuss that, and it's just a couple m nor
poi nts. And once we resolve that and then the
auditor is done, and they can go ahead and sign off
on the financials as they are.

COMM SSI ONER SHAPI RC: VWhen will that be
resol ved?

MR. REAGAN: Monday.

CHAI RMAN HARRI S: I think we need,
just to be assured, that they have adequate
reserves, which I think they woul d. But it's
i mportant that we do that in the early application.

MR. REAGAN: Yes. The audited financials
in terms of the numbers indicate a substantia
partners capital for the group that we're talking
about . It's actually the Los Alam tos Race Course, a
Cali fornia general partnershinp.

And it's here, and we have total assets of
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approximately 35 1/2 mllion, and of that
approxi mately half of that is the partners capital.
So they're well capitalized in terms of their
reserves.
CHAI RMAN HARRI S: Okay. Anyt hi ng el se

on this application?

COMM SSI ONER SHAPI RO:  Yeah. | note that
in their managenment and staff they don't list a
raci ng secretary. Is there a reason? | assume they

have a racing secretary or a director of racing.
DR. ALLRED: Edward Allred, chairman of
Los Al anmitos. Yes. Ron Church has been our racing

secretary for many years. (I naudi bl e)

CHAI RMAN HARRI S: Yes. It's there
actual ly.

COMM SSI ONER SHAPI RO:  \here?

EXECUTI VE DI RECTOR FERM N: Under "Racing
officials.”™ 1t's back. It's |ike about in the

m ddl e of the application.

CHAI RMAN HARRI S:  Any ot her questions
of Los Alamitos?

COMM SSI ONER SHAPI RC: Dr. Allred,
noticed that in your purse distributions that your
purse funds generated fromon-track handl e, and

intrastate off-track handle, the current neet

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

39
estimate was down by over a mllion one from prior
years. And I'mjust -- and the same thing, purse
funds to be generated frominterstate was up about
800, 000.

Was there some shift or sonmething there?

DR. ALLRED: Yes. Clearly. As you can
see, the shift was TVG. W are great advocates of
the present exclusive contract we have with TVG t hat
feature us around the country on a show called
"Quarters" every night.

No one el se would ever possibly be able to
do that, and we're -- contrary to sonme of the
opi ni ons expressed here before, we are very much in
favor of the exclusive contracts and giving TVG the
opportunity to give the great TV exposure it has.

It's been huge for us, and the account
wagering within the state of California, we're
definitely off track -- on track rather, and al ong
with satellites facilities in California which has
made up for largely part of the increased betting
within the state of California and without on TVG
and ot her networks as well, but TVGis a primry
benefactor to us on that.

CHAI RMAN HARRI S:  What sort of growth

are you saying? As | understand it was encouraging,
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but what sort of growth are you seeing with TVG?
DR. ALLRED: I don't have the stats in ny
head, but they're very inpressive. | can prepare
that for you. They're very inpressive.

CHAI RMAN HARRI S: Finally, Dr. Allred,

| did see in -- assumng it's just an oversight.
did see in the application where -- that you would
be accepting -- inmporting a signal from Sacranento

Har ness Racing in your simulcast program Are
you doing that?

DR. ALLRED: We've been doing that for --
in the way that | think you're talking about, for
three or four months even before the new regime. W
have a very good relationship with the horsemen and
the Sacramento Racing Association, Horse Racing
Associ ati on. We're | ooking forward to years of
peace, and |I'm sure you'll all be glad to know that.

COVM SSI ONER SHAPI RO:  We' Il cl ap.

DR. ALLRED: Thank you for your help on
t hat .

COVM SSI ONER SHAPI RC: It will be
continued. I didn't see it on the application. I
have no ot her questions.

CHAI RMAN HARRI S:  Any ot her questions?

Any coments from the audi ence or the Board?
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1 Moti on to approve.

2 COWMM SSI ONER SHAPI RO:  So noti oned.

3 CHAI RMAN HARRI S:  Second?

4 COWM SSI ONER MOSS:  Aye.

5 CHAI RMAN HARRI S: Motion to approve.

6 All in favor.

7 (Speaking sinultaneously): "Aye"

8 EXECUTI VE DI RECTOR FERM N: Next is application

9 to conduct horse racing at Bay Meadows Raci ng

10 Associ ation horse racing December 26 through

11 February 5.

12 MS. WAGNER: Jacquel i ne Wagner, CHRB

13 staff. This application is fromthe Bay Meadows

14 Raci ng Associ ation. And they are proposing to race
15 from Decenber 26, 2005 through February 5th, 2006.
16 They will be racing 31 days.

17 They are proposing to race a total of 267
18 races or 8.6 races per day. They will be racing

19 five days per week, Wednesday through Sunday with
20 ei ght races weekdays and nine and ten races on

21 weekends, holidays and special dates of interest.
22 They will be racing on Decenber 26,

23 January 2 and January 16. Their first post tines
24 proposed is 12:45 P.M daily, and on street day,

25 which is February 4th, they will have a 12:15 post.
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Super Bowl Sunday, which is February the 5th, they
are proposing an 11:15 P.M post.

The analysis indicates that the
horsenmen's agreenment is mi ssing. Again, | wil
reiterate that | have been notified that the issues
concerning the horsenmen’s agreenent have been sol ved.
I'"'mjust waiting for themto sign an agreenent.

There should be a representative here to
answer any questions. Staff would recommend that
the Board adopt the agreement condition upon us
receiving that signed agreenent.

CHAI RMAN HARRI S: Any questions or
comments on this application?

COWMM SSI ONER SHAPI RO: I only have two,
and the first one is actually for M. Reagan

M. Reagan, in -- contained in the
application of financial statements for what appears
to be a partial year 2004, and on top of it, it's
i ndependent counsel report on applying agreed-upon
procedures.

And when | | ooked at the financial
statement, frankly | don't understand what this is.
This doesn't appear to me to be an audited financi al
st at ement .

MR. REAGAN: I think, Conmm ssioner, what
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we're working with here is a start-up situation
wher eby the new group has been formed and they're
simply getting together and getting started.

After they have one full year of
operation, of course then they will have sonething
to audit and something to work with. But right now
I think what you're seeing there, what is troubling
to you maybe is the fact that we're sinmply a
start-up organi zation at this point.

COWMM SSI ONER SHAPI RO Why is this a new
start-up organi zati on?

MR. REAGAN: Yeah. This is a group that
superseded t he magna ownership of the -- operation,

I should say, of the racetrack at Bay Meadows.

What was it -- at the end of 2004, Magna
that no | onger operated Bay Meadows and the new
group. Bay Meadows Raci ng Associ ation then was
sworn to continue the operation of racing at Bay
Meadows.

COVM SSI ONER SHAPI RO: Okay. But they
just conpleted a race neeting. Didn't this group --

MS. WAGNER: Maybe if | could just clarify
what's happeni ng.

MR. LI EBAU: Bay Meadows Raci ng

Associ ati on has now conducted two nmeets, both in the

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



44

1 CHRB fiscal year beginning December 26, 2004 and

2 endi ng Decenber 22, 2005.

3 In connection with our initial application
4 that we've related to our spring neet in 2005, in

5 anticipation of questions that we figured you' d ask,
6 M. Shapiro, we submtted to the Board a financi al

7 statement that was reviewed by an auditor along with
8 proof, | think, fromC Citibank that $2 mlIlion had

9 been funded for this organization.

10 And on that basis, the comm ssion granted
11 us our initial permt, our application, and we have
12 now successfully operated two nmeets and been in

13 busi ness for a year, and they're now before you for
14 licensing for our third neet which conmmences on

15 Decenber 26

16 COWM SSI ONER SHAPIRO: So there's no

17 change, in essence? |It's exactly what we |icensed
18 before the same.

19 And can you just tell us in ternms of how
20 your advertising budget, your marketing budget for
21 this meeting, how it conmpares to your prior neets?
22 MR. LI EBAU: Well, | think --
23 COMM SSI ONER SHAPI ROC: I know it's appl es
24 and oranges.

25 MR. LI EBAU: It's up alittle bit, and
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1 there are different dates involved, and this is for
2 a shorter week.
3 But if you |l ook on page -- | think it's 13
4 of our application -- we have submtted for your
5 review | think alnost a daily of what the
6 advertising is. I"m sorry. It starts at Page 13 in
7 t he upper right-hand corner. It's day-by-day

8 starting on the 26th as to what our marketing plan

9 i s.
10 COVM SSI ONER SHAPI RO: Ri ght . | wasn't
11 aski ng about the marketing pl an. I"m tal ki ng about

12 the medi a.

13 MR. LI EBAU: It will be adequately

14 supported as you know, M. Shapiro. We' ve j ust
15 finished up a neet, and we were up substantially,

16 and that was because of our commtment to marketing,

17 and that comm tment will continue.

18 COMM SSI ONER SHAPI RO:  Okay. Thank you.
19 CHAI RMAN HARRI S:  Anything else on

20 this?

21 If not, can | hear a notion?

22 COMM SSI ONER MORETTI : 1l make a notion
23 CHAI RMAN HARRI S: Moved by

24 Ms. Moretti.

25 (Speaki ng Si nmultaneously): "Second"
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CHAI RMAN HARRI S:  All in favor to
approve.

(Speaki ng simul taneously): "Aye"

CHAI RMAN HARRI S: Next itemis
di scussi on and action by the Board Northern
California race dates for 2006.

MR. REAGAN: Commi ssioner, John Reagan,
CHRB staff. The Board of Directors of Cal Expo held
a neeting |l ast Friday. A letter was delivered to
us. You probably have a copy near your binder.

This was shoved in ny hand as | was |eaving for this
meeting, but | did bring copies, and you should have
one there.

Essentially they're asking that we
continue the experiment that was done this year.

That is to say that they will run a harness neet
before, during, and after their state fair tine
frame, and they're asking that you approve that for
2006.

They al so ask that for 2007 we still hold
open the possibility of returning to the traditional
m xed- breed neet for that year's state fair. So
that's essentially what we have.

And so the real proposal before us is the

dates for 2006. In the package we have put together
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a bar chart, and what we're doing now of course is
the last line is the harness line, and we have an
empty box sitting there for late July and through
the part of August and September.

And in a sense what we're doing now is
filling in that box. Their request is that we fil
in that box for Cal Expo harness at that ti me.
That's essentially the situation.

COMM SSI ONER MORETTI : I's someone from Cal
Expo here who can address the issue?

CHAI RMAN HARRI S: ' m not sure how
much | atitude we have on this. | personally would
prefer that you continue with the traditional
m x- breed meet, but Cal Expo owns the property. |
don't think we can really mandate how they use it
unl ess we did that by not allowing to have a horse
meet there.

COMM SSI ONER MORETTI: | just thought that
since there has been some controversy over it, maybe
M. Towne could share

MR. TOWNE: Norm Towne representing the
Cal Exposition and State Fair. And |'m happy to
answer any questions.

The Fair Board, after hearing the

financial data that we accumul ated from the | ast
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years' experi ment decided to move forward with
anot her year of harness in lieu of their traditiona
m xed- breed neeting and al so have instructed staff
at the state fair to pursue a feasibility study for
the installation of an inner-track, both looking at a
turf track possibility and a five-eights mle dirt
track to accommpdate a situation where we have a
true m xed breed neet of harness racing and the
traditional thoroughbred/ m xed breed meeting.

Ri ght now | think M. (inaudible) is here
from Sacrament o harness racing. But | think he
woul d back me up with the fact that had the
California Exposition and State Fair not operated a
harness neet this year, they wouldn't be doing as
wel |l as they are today.

Some peopl e have characterized what

happened during the state fair as quote, unquote, a
di saster” in terns of handling and so on. But
di sasters are all relative. I mean as far as a

t horoughbred versus harness, it may have been a
di saster. But harness versus harness, it was a
success.

The 16 days that we operated, that have
been operated since the state fare closed, for

exanpl e, versus 16 days of operation in 2004, the
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current Sacramento harness neet is up 90 percent in
handl e, 16 |ight racing days conpared to 16 |ight
raci ng days.

And | think that's mainly due to the fact
that they had an i medi ately precedi ng neet. They
didn't have that two-nonth break that they
hi storically have had. In addition, they started
right off with four-day race weeks this year which
actually allowed them to conduct 22 days of racing
in that same tinme frane.

And so if you |l ook at those 22 days,
they're up 25 percent in handle, and of course that
translates into a like -- in fact a greater increase
in purses. They're up 14 percent in purses when you
| ook 16 days of 16 days. And when you | ook at the
entire time frame, they're up 29 percent in purse
account .

It's undoubtedly been a great success for
t he harness people. In addition, they haven't had
to layoff, which was costly to them And they now
have a place to race on a year-round basis, and
hopefully, as we said earlier, we can accommodate
both situations in the future.

CHAI RMAN HARRI S: My main concern is

that the state fair had such a |long history and did
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attract, you know, significantly more people to live
racing during their meet than the horse people did
running a horse neet as Cal Expo did.

I's there sonme reason to think that they're

going to do better if we do it again? | don't
really know if | buy into this experinment theory
that "We did an experinment. It didn't work out too
well. So let's do it again."”

Does that nean because it may work better
the next time or that it just kind of works because
of a year-round schedul e?

MR. TOWNE: Well, no one can say with
certainty, but I think we'll do better. I mean
clearly | ast year when they decided to do this, it
was late in the ball game. Cal Expo was thrust into
the situati on where they alnmost were forced to
oper at e.

And, you know, they also were going on
with an extension of their own fair which is another
situation that played into what happened. I think
t hat when you |l ook at this year's harness experi nent
versus, let's say, the Board decides to go with next
year, next year we will do better.

Now, again, it's going to be relative. I

don't think we'll draw the crowds that we drew for a
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ng to happen.

ess racing, |

3 think you're going to see an increase because we

4 will have time to go on. There wi

Il be continuity

5 bet ween the Sacramento harness meeting which will be

6 conducted i mmedi ately prior to that and our opening

7 on July 3, which that didn't occur
8 CHAl RMAN HARRI S: Any co

9 t he Board?

this year.

mrents from

10 | did get a lot of letters and conmments

11 from people that were concerned about Sacranmento

12 basically not having any thoroughbred racing. The

13 only thing | can see -- | can't see where we can

14 make any kind of a guarantee to Ca

Expo that we

15 will in fact give them dates whenever they want to

16 come back.

17 I mean | think it's got to be clear to

18 them this isn't some kind of a waiver that they can

19 come back and necessarily get the same thing that

20 they' ve had historically.

21 COWM SSI ONER MORETTI :  Well, at such time

22 that that becomes an issue. I mean obviously we

23 have to weigh as to what's best for the whole

24 i ndustry.

25 Personally | think that
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folks a shot at this is very important to California

raci ng because it's the only ganme in town at the

moment up in Sacranento.

So | would actually -- | saw Ral ph here
somewher e

Oh, Ral ph. Could you -- | did have a
question though. Because, as our chairman said, a
|l ot of us -- especially up in Sacranmento there was a

|l ot of controversy. There were a |ot of people who,
because of tradition, just absolutely hated the fact
that there was no thoroughbred racing at the state
fair this year.

I would certainly applaud and encourage if
we could get the intertrack. That woul d be fabul ous
and have the mi xed-breed racing. That would be
wonder f ul .

But until such time that that happens,

Ral ph, perhaps you could comment on behalf of the
new group, new ownership, what kinds of things you

m ght be doing vis-a-vis marketing or sonething over
the course of the next year so that, conme state fair
time again next year, people will be mobre willing to
accept the harness racing, nmore encouraged to cone.

MR. SCURFI ELD: Ral ph Scurfi el d,

Sacranment o Harness. Yeah, in fact |I brought sone
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things that -- some of the things that we're doing
with the public that -- 1I'll give themto you and
maybe I'Il let you pass them around

COWM SSI ONER SHAPI RO:  What woul d be the
effect if the harness racing was during the fair --
what was post time during the fair this past year?

MR. SCURFI ELD: I can't give you the exact
nunbers, but | do know that we were hel pful in
working with the fair in that, for one thing, they
started too early. They were then --

COMM SSI ONER SHAPI RO: What was first
post ?

CHAI RMAN HARRI S: Was it day raci ng or
ni ght racing?

MR. SCURFI ELD: It was evening racing. It
started early in the late afternoon.

COMM SSI ONER SHAPI RO:  What woul d happen
if during those 16 days it was conducted at the sane
hours as prior meets that were thoroughbred or m xed
breeds running during the fair which was dayti ne?

Do you think that that would help during
that period of tinme to get people to come out?
While they're not seeing thoroughbreds, they still
woul d have the ability to come to the fair, have

unch. Wbuld that hel p?
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MR. SCURFI ELD: The ability to get
wagering would be greatly hurt when they're
conpeting with all the other things that are going

on in California and other places during the

dayti me.

Two things that are really inportant.
Nunmber one -- and |'m sure other people will back nme
up that, if harness went away during the fair racing

| ast year, they would not conme back. They couldn't
pay their groons. They couldn't do any of those
things. That's a fact.

The other thing is at the Cal Expo board
meeti ng when they asked for future consideration if
t hey could work something out to bring the
t horoughbred and m xed breed back, there were about,
I'"d say, 15 people there asking to see their horses
run in Sacramento.

That was the key issue because, frankly,
there was no reduction in racing while we did the
harness. There was just racing at a different
venue. But there were many people in Sacranento
that could not see their horses. There were sonme
people that | oved to cone out in the daytime and see
anybody's horses run.

But they would see horses with the jockey
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and prefer that during the daytine. But that has
been dim nishing terribly just on its own before
har ness.

And now what we're investigating together
with ourselves and Cal Expo is the inclusion of
anot her track so that we could accommdate all of
these people. We could accommodate the horsenmen and
t he harness people by having a continuous nmeet where
they wouldn't have this constantly two-nonth |ayup
somewhere that nobody knows where.

And we could al so accommopdate sonme of the
people that Iike to see the horses run during the
day standing up at the fair, and hopefully | think
what Cal Expo is saying, "Please, if that doesn't
wor k, please continue -- consider our ability to go
back to what we had before. W don't want to | ose

out on both."

CHAlI RMAN HARRI S: I think we need to
take a look at it. The other issue was Fresno Fair
had a | ot of people that were concerned. | believe

somebody said they saw a formwith 400 signatures on
it because of the gap. (I naudi bl e) Sacranento doi ng
di fferent things, but it created a gap between --
what ever the last fair was and Fresno because not

that many of the m xed breed people were going to
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San Mat eo.

But | think we need to keep nmovi ng al ong
here because really the issue we've got now isn't so
much what's the best format for Sacranmento but what
are we going to do if we've got that void. What ' s
the best format for Northern California racing? W
need to refer that back to the dates comm ttee
because there was a program on that for '05, but I
don't know if it's a given that the '05 programis
chiseled in stone or if you want to open the whole
thing up.

COMM SSI ONER SHAPIRO: | think '05 there
was conpl ete agreement by all the parties that if
the Cal Expo Board canme back as they have, that we
will |leave the cal endars intact just the way they
are and it will be approved.

In terms of moving beyond that, as you
will recall, we agreed that the dates conmm ttee
woul d meet at an earlier stage to try to | ook at
more conprehensi ve planning and revisions to the
cal endar .

And so nmy view of that is that we would
probably start dates neetings as early as February
and try to get nmore conprehensive di scussions.

CHAlI RMAN HARRI S: I think that's what
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we need to do is see if we continue. What
happened - -

COWM SSI ONER SHAPI RO I would recomend
that we just accept the decision here that we made
back when we approved the original cal endar and
all ow Cal Expo to race harness this meet and that we
consider future years as we do future cal endars.

COWM SSI ONER MORETTI : I's that a notion?

COMM SSI ONER SHAPI RO: "1l make that a
moti on. Thank you.

EXECUTI VE DI RECTOR FERM N: Second?

CHAI RMAN HARRI'S: All in favor.

( SPEAKI NG SI MULTANEOUSLY) : "Aye."

CHAlI RMAN HARRI S: Di scussi on and
action by the Board on the request of the CTHF for
approval of recently appointed board of director
members per our Rule 2040.

MR. REAGAN: Yes. But, Comm ssioners, we
have an adm nistrative situation here, but the CTHF,
whi ch does provide the services to backstretch
personnel at the thoroughbred tracks has renoni nated
two directors and added another third person as a
new director.

And |1'd like to say the rule does require

our approval, and they are requesting that we
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1 approve these three. W' ve done a brief background,
2 and we find there's no reason not to approve these
3 fol ks, and we recomend that you do so.
4 CHAlI RMAN HARRI S: Who are the three?
5 MR. REAGAN: Nobl e Threewit. I think you

6 m ght have heard of him Jerry Forrester and John

7 Kel l'y.
8 COMM SSI ONER SHAPI RO:  Sket chy peopl e.
9 CHAI RMAN HARRI S: Okay. Is there a

10 motion to do that?

11 COWM SSI ONER SHAPI RO:  So noved.

12 COVMM SSI ONER MORETTI :  Second.

13 EXECUTI VE DI RECTOR FERM N: Al'l in favor.
14 ( SPEAKI NG SI MULTANEOUSLY) : "Aye."

15 CHAI RMAN HARRI S: Next, public hearing

16 by the Board on the adoption of the rules CHRB

17 1609.1, toe grabs.

18 Ms. WAGNER: Jacquel i ne Wagner, CHRB staff.
19 As you know, the University of California
20 at Davis has conducted several studies to determ ne
21 the role of toe grabs as a risk factor in

22 (inaudi ble) injuries in racehorses.

23 Toe grabs are traction devices that are
24 applied to the front of the ventral surfaces of

25 horseshoes that are worn by our horses. They are
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classified as: Very low, which is two mllinmeters
in length; low, four millinmeters; regular, six
mllimeters; and high, eight mllimeters.

This proposed addition of Rule 1609.1
woul d provide that toe grabs with a height greater
than four millimeters worn on the front shoes of
t horoughbred horses while racing are prohibited.

The rul e has been noticed for 45 days.

Staff has heard no comments on the rule
and would recomend that the Board adopt Rule 1609.1
as presented.

CHAI RMAN HARRI S: This is sonething
we' ve been working on for several years and the

research was conpl et ed. We' ve had several neetings

on it.
But any comments at this tine?
Heari ng none, do we have a notion?
COWM SSI ONER MOSS: Mot on
CHAI RMAN HARRI S: Moved by M. Moss.
Second by M. Andreini to approve the
rul e.
Al in favor.
( SPEAKI NG SI MULTANEOUSLY) : "Aye."

CHAI RMAN HARRI S: That will be a major

br eakt hrough for California.
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The next is a rule on 1902.5, ani mal
wel f are.

MS. WAGNER: Jacquel i ne Wagner, CHRB
staff.

Thi s proposed addition of Board Rul e
1902.5 provides that no person under the
jurisdiction of the Board shall permt or cause an
ani mal under its control or care to suffer any form
of cruelty, m streatment, neglect or abuse.
Currently if a licensee is charged with m streat ment
of an animal, we use Rule 1530 cases not covered by
rul es and regul ati ons.

The addition of this rule will cover areas
that Rule 1530 currently | eaves vacant or open to
ambi guity. The rule has been noticed for 45 days.
Staff has heard no comment on the rule and would
recommend that the Board adopt the rules as
present ed.

CHAI RMAN HARRI'S:  Any coments on this
rul e?

Is there a notion?

COWM SSI ONER SHAPI RO:  So npoved

CHAI RMAN HARRI S: Second?

Moved second to approve. All in favor.

( SPEAKI NG SI MULTANEOUSLY): "Aye."
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1 COWM SSI ONER MOSS: Excuse ne. I's there
2 any penalty?
3 CHAI RMAN HARRI S:  What is the penalty?
4 MS. WAGNER: If the person is charged with
5 a violation of this particular rule, it would go
6 t hrough our normal process in terns of penalties.
7 The stewards would be the ones who investigate the
8 penal ties.
9 CHAI RMAN HARRI S: Do we have

10 gui delines for different types of offenses?

11 MS. WAGNER: At this juncture we are
12 currently working on penalty guidelines. I''m sure
13 the stewards will have some type of guidance as to

14 (i naudi bl e) adm nistrative penalty for violation of
15 this particular rule.

16 CHAI RMAN HARRI S: | think the problem

17 was there's a lot of civil law on animal cruelty

18 t hat sonebody could be prosecuted by the district
19 attorney, but we didn't really have a horse rule on
20 it.

21 EXECUTI VE DI RECTOR FERM N: In the past there
22 have been penalties that have been bigger fines and
23 in sonme cases suspensions.

24 CHAI RMAN HARRI S: Ckay. Let's go onto

25 the di scussion of the Jockey's Guild.
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MR. REAGAN: Comm ssi oners, John Reagan.
Just briefly before we get into discussion, we just
outlined that there was a congressional hearing with
the Jockey's Guil d. It looked like it was kind of a
rough tinme. We' ve included several articles
regardi ng what occurred at the time.

More inportantly, we've had these sane
concerns, and we've been negotiating and preparing
for several nonths now, and | can tell you that the
Department of Finance under -- with our guidance and
help will be going into the Jockey's Guild here in
Monrovia with approxi mately -- Novenmber 15 they'l|
start probably what will be a four- to six-week
review of the Jockey's Health and Wel fare Fund, the
Di sabl ed Jockey's Fund and the new endownment.

So we're making progress in there in that
direction, and we're open to any questions or
comments you may have.

CHAI RMAN HARRI S: Any conmments on
this?

COVM SSI ONER SHAPI RO: I can just update a
little bit nore. I have been in contact with the
congressional investigators that are dealing with
this matter, and they've asked me to cone back to

Washi ngton and testify.
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There will be a followup hearing on
November 17 at which additional testimny will be
t aken. I also have been speaking with Barry Broad

who formally was the jockey's | egislative advocate
and attorney in California who resigned fromthe
Gui | d.

He is now working with a group of jockeys
who are favoring a reorgani zation of the Guild.
There is a meeting of the Guild' s senate, as they
call it, that has been called for November 15.
There are considerable issues of concern as -- and
for that purpose we are noving forward with a
forensic audit.

I'"ve al so been speaking with John Muinic,
who is an insurance broker for health insurance, and
just yesterday | received from him based on the
i nconpl ete census data that we have received from
the Guild's control room - -

And | should add we met four nmonths or so
ago with TOC and ourselves and staff seeking that we
wanted to see conpetitive bids for alternative
heal th i nsurance than the self-insured programthat
the Guild has because we have concerns about some
di sparity in the numbers and the way in which those

funds are being -- had been allocated.
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As a result of that, | asked M. Miunic to
come out and give us sonme quotes. He has delivered
to me, as | said, yesterday three alternative
i nsurance quotes that would be within the nonies
that are generated from uncashed pari-mutuel tickets
that are allocated to this health and wel fare plan
that would be from providers such as Blue Cross and
Bl ue Shield. And those were conservative estimates
because we didn't have all the data that we need.

Needl ess to say, |'m hoping that they're
going to get answers to a |ot of unanswered
questions that we've had through both the audit and
furtherance of the congressional hearings that wil
be conti nuing.

CHAlI RMAN HARRI S:  Yeah. | think a | ot
of it evolves around the workers' conpensation
i ssue, which California has a good |aw on and the
jockeys are covered. Nationally a | ot of states do
not have workers' conpensation for jockeys because
they're considered i ndependent contractors.

As national |egislation moves forward, we
need to make sure that it somewhat meshes with
what's going on in Southern California.

COWM SSI ONER SHAPI RO: They are well aware

that we are a workers' conp state, and |'ve asked
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staff to provide to us what the parameters of that
coverage are because they've asked nme to provide
that to them

And |I'm al so planning to discuss at that
hearing the conmprehensive health study with respect
to jockeys' health and potential scale of weights.
They've asked to be informed about that.

They will also be inquiring about track
safety and issues concerning track safety, and |
believe that other representatives from California
will be testifying at that hearing as well about
some of those issues.

And, again, that's Novenmber 17, and it
is -- you can watch it via the Internet.

CHAI RMAN HARRI S: Okay. | appreciate
your going back there for that.

Anything else on this issue?

Actually | skipped -- well, have we got a
report fromthe ad hoc commttee on the progress of
establi shing procedures for ensuring public
di scl osure and accuracy of jockey wei ghts?

COMM SSI ONER SHAPI RO:  Yes. As you'l
recall at our neeting in Fresno, we had a
denmonstration as to what -- in the weighing

procedures and the discussion pertaining to a
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1 transparency of that and disclosure to (inaudible).
2 The ad hoc committee did neet which
3 represented a full consensus of industry interests
4 of trainers, jockeys and tracks. And from that
5 meeting we did circulate to all of the tracks the
6 way in which we are nmoving forward to establish a
7 uni form met hod and procedures to both weigh out and

8 then wei gh back in.

9 The meeting was very productive and

10 included that we will be putting into the racing

11 program an expl anation as to what the weight is that
12 horses are carrying on each racing day because

13 there's clearly mi sperception that, when the

14 publ i shed wei ght may say 120 pounds, that does not
15 include all the weights.

16 So as in your package you'll see that

17 there was | anguage that everybody agreed to with

18 respect to what the | anguage would be in the

19 program But we will be having a subsequent

20 meeting. We are |looking at scales that will provide
21 printouts, and also we will have caneras on the weigh
22 out .

23 We also will have the scale |ocated

24 outside the jockey's quarters so that no jockey has

25 an opportunity to go back and make any alterations
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to their equipment. We will be weighing each
jockey's safety equipnment so we'll know exactly how
much wei ght that is.

And then there are studies that are being
undertaken to see if we can get uniform weights in
terms of saddl ecl oths and ot her things. So that we
can at | east be clear as to what we're doing and add
an oversight by having either a steward or official
there to oversee the program

CHAI RMAN HARRI S: | think it's
excel l ent because, as you say, the transparency is
t he key. Plus also, if we've got transparency, it's
got to be right.

COMM SSI ONER SHAPI RO: It's got to be
accurate. And it's -- before we find that we have a
real problem as they did in New York, we're trying
to be ahead of the curve.

CHAlI RMAN HARRI S: Yeah. That' s good.
Let's take a quick break and conme back and finish
up.

(Whereupon, a recess was held

from11:30 A M to 11:44 A M)

CHAI RMAN HARRI S: Let's please move
back in and start the neeting. Let's go ahead and

reconvene.
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OCkay. The next item | put on the agenda |
just put on there to generate a little bit of
di scussi on because it's something that's al ways
bei ng discussed in racing circles, and there's no
silver bullet. But it is distressing that we're
seei ng declines.

We're seeing a few ups actually in sonme
tracks, but what can we do to increase the overal
popul arity of horse racing?

I just want to put that on the agenda to
stimul ate any discussion to be a continuing item

Does anyone have any insight?

MR. TOWNE: Norm Towne representing Norm
Towne. | came to the m crophone so that you're not
conpletely chagrined at the fact that no one is
interested in increasing the popularity.

To me racing is extremely popul ar. I have
a different viewpoint. I mean when you can go to
t he Kentucky Oaks and the Kentucky Derby on
successi ve days and see a hundred thousand plus
peopl e on one day, it's not an unpopul ar sport.

It's extrenely popul ar.

I mean the opening day at Del Mar, 40 plus

t housand by Joe Harper's count. There are a |ot of

people that are interested in race across this
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1 country.

2 What we have, and | think what the problem
3 is, is a day-to-day mediocrity. That's the problem
4 and we have to speak to it. W' re underexposed to

5 potential new customers, and we're overexposed to

6 the old custoners.

7 And when we overexpose the old custoners

8 to a bunch of mediocre performers, we're

9 di scouragi ng them and encouragi ng no one. And you
10 can't keep doing that, but that's what we do.

11 And so | believe that we need to find a
12 more aggressive strategy in ternms of making

13 ourselves obliquitous with a good product, expose
14 ourselves to potential new fans with a mature

15 di stribution system which we don't have in the

16 state.

17 We've got 32 or 35 sites where you can bet
18 a horse race and account wagering all appealing to
19 the ol d base. But if you drive down the street and
20 you're in the mainstream you don't even know we're
21 in existence. And so | think we need strategic
22 relationships with mainstream conmpani es that touch
23 everyday lives, and we need to elimnate this
24 day-t o-day nmedi ocre product.

25 That's all | have to say. But it's very
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1 popul ar .

2 CHAlI RMAN HARRI S: I know there's a
3 poi nt in there sonmewhere.
4 MR. HI NDMAN: John Hi ndman from TVG. I just

5 wanted to point out our conmpany is a television

6 conpany. A few of the things that we've done this

7 year that we found that worked and that are new this
8 year in terms of increasing popularity in certain

9 events or meets. There's really four exanmples | can
10 t hi nk of.

11 The first is the American Oaks this year,
12 the partnership we have with Hollywood Park in terns
13 of starting the pronotion of the race three weeks

14 out, covering every facet of the race fromthe

15 invitations to the horses arriving to the horses

16 training to work show for that event to handi cappi ng
17 all angles of that show, covering it wall to wall,
18 and it hel ped Holl ywood Park, and it hel ped us.

19 The second instance | can think of is

20 Del Mar had a new show called "All Access" which

21 we're al so doing this Saturday ni ght at Los

22 Al am tos, and that show was where we mc'd up the

23 j ockeys. W mc'd up the starter Gary Brensen. We
24 mc'd up trainers and we mc'd up owners and |et the

25 trainers, owners, and jockeys have nmore of a show.
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And it wasn't that (inaudible) but the
custonmer feedback that we received fromthat show
was enormous, and a | ot of what they -- what their
comments were was educational .

For instance, they didn't know what the
role of the starter was. They didn't know how
horses got out of the gate. That's just one
exanpl e, but every aspect of that show they thought
to be educati onal

The third exanmple | would use is the
recently included Fairplex Park meet where we met
with Fairplex officials nonths in advance of their
meet and worked on a plan on how to market that meet
which is different than marketing in Southern
California race meets, and the results were very
good for all involved once again.

And the last idea is the quarter show
whi ch we've been doing for quite some time which
focuses on quarter horse racing. It's something a
| ot of people weren't fam liar before that show came
on the air, and it's exporting that aspect of the
sport of horse racing nationally with the highlight
that it hasn't had before.

So we like to keep working with al

members of the California racing comunity and get
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i deas, and our racetracks in various accord are
hel pful in thinking of things this year that, at
| east from what we can do from this perspective,
hel ps. Thank you.

CHAI RMAN HARRI S: TVG has actually a
DVD on it. I think that is an excellent idea
because, as a couch potato out there, you'd like to
feel you're involved and you can really do that.
We're working on our stewards to get them nore
i nvol ved in announcing some of the decisions and
sort of seeing where they are.

I noticed in the Breeders Cup they had a
spot fromthe steward' s stand. I think the whol e
interesting thing about racing is that it's conpl ex,
and that's intimdating to some people, but if we
can get theminvolved and get themto know the
personalities and all

MR. TRUE: Jeff True, general manager of
You Bet West Coast. One of the ideas we've been
executing at Youbet.comis the introduction of horse
racing into a sports audi ence.

Not anything new relatively, but the way
we're doing it in an online environment, introducing
sanpl es of the product, sanples of the information

products, offering themlive racing and access to
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t he actual racing product has benefited us in that
our fastest growi ng new custoner segnent is the 21-
to 30-year-ol ds.

Year over year, the 21- to 30-year-old age
group, in terms of new custonmers, is up to
88 percent at Youbet.com So we think the
convergence of the Internet as an everyday platform
that's used by that age group, the convergence of
the data that goes along with the |live racing
product and further the fantasy games that we've
menti oned are going to be a very good asset for us
goi ng forward.

But really bringing the gami ng nentality,
the ganbling mentality that is preval ent throughout
the sports with all the analytics and the live
event . Putting horse racing in that environment
with all of the assets that are needed to make it
happen is going to produce dividends for us going
forward and we think already has in the short term

COWMM SSI ONER MORETTI: Jeff, | have a
question. Wth that demographic that you just
listed, do you have any sense of if any of those
people actually get off their conputers and go to
the track?

I mean is there anything that you know of
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that will actually get them out of their house? |
mean it's wonderful for you, and it's good that
they're being exposed to the sport, but is there
anyt hing that you can think of?

MR. TRUE: The short answer is yes. Those
people are going to the racetracks. W do surveys a
couple times a year, and our |ast one said that of
our new customers, most of them 53 percent, |
believe, are going to the racetrack three or four
times a year, which may not sound like a |ot, but
we're getting the bulk of our new customers fromthe
sports forum

Keep in m nd that people are going to the
CBS Sportsline.comfor which we supply all the horse
racing information. And if people are going to
ESPN. com where we do sone sponsorships and provide
live racing products.

The people who are going to those sports
portals are not core racing fans. If they were core
racing fans, they'd be going to DRF or Youbet.com or
TVG or someplace like this. So, first of all, we're
reaching a new audi ence, and for those people to
tell us -- to go to the extent to becone a custoner
of ours and then tell us, "Yeah, we're going to the

racetrack three or four times a year," we think is a
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positive sign.

But the people that are there every day
all day using the conputer, using the Internet on
their day-to-day l|lives and businesses and, you know,
their personal lives, getting them introduced into
the sport in that environnent to nme is a gateway
into getting theminto the racetrack.

Youbet.com has demonstrated an ability to
drive people to the racetrack, and we're |ooking for

t hose opportunities every day where we can partner

with the racetrack, saying, "We'Ill send all of our
custonmers to you. We'll send our top customers to
you if they'll take care of them™

But the short answer is yes. Those sports
folks that are being introduced to horse racing
online are beginning to go to the racetrack and
we'll increase, we believe, the frequency further
on.

CHAI RMAN HARRI S: Okay. Thank you.

COWM SSI ONER MOSS: Just to nmention
sonmet hi ng. The Breeders’ Cup next year is going to
be on ESPN which is, | think, a really great
advant age for our sport because it | ooks like
they're going to do a | ot of promotion of horse

raci ng on ESPN for the Breeders’ Cup
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And we should try to encourage our jocks
and the publicity and directors of the different
racetracks to feed some interesting stuff to ESPN
for themto highlight racing more, let's say,
accurately and nore regularly on those broadcasts
for those all-time sport shows.

I think that if people are going to cone
to the races, | mean three or four times a year,
"Il take that. Because even baseball fans get to
basebal | games three or four times a year and
they're considered pretty good baseball fans.

So | think that's pretty good. And in
tal king, just to mention this, to sonmebody l|ike Jim
Hill who is the guy who runs the sports at CBS,
| ocal CBS. He says, | ook, he's not going to run
races per se, but he'll run racing stories.

So if we could manufacture, you know, sone
racing stories that are kind of pensive but
interesting, he can run those at different times
when there isn't a hockey game or there isn't a
basebal | game.

So | think we should try to contribute to
t hat . That's all |I'm saying. Thank you

MR. BRADVI CA: Hi . George Bradvica with

Fai r pl ex Park. Norm Towne nentioned that John from
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TVG, and Jeff just did too. | think it's cultura
lifestyle. That's what we tried at Fairplex this
year, and | think it really worked.

We have four aspects of it. Monst er
Mondays on all our Mondays where we offer free
adm ssion, free parking, free racing programs, and
GSRM poi nts.

That was taken off of the Las Vegas effect
where people go to Las Vegas and get everything for
free. My first dollar used is at the betting table.

So that was a Las Vegas effect that we use in our

cultural lifestyle.

We use bingo as a cultural lifestyle. W
use poker. That's another cultural lifestyle which
is probably the hottest cultural lifestyle right

now. And then Aloha Fridays which is, again, casua
Hawaii style which people |ike. It's confortable,
easy to wear. Peopl e have it.

Again, all these things are cultura
lifestyles, and we have to bring that to the
racetrack, and | think that was part of our success
this year. So |l may try to find nore of those for
our meet next year

COMM SSI ONER SHAPI RO:  You know, |'ve

listened to remarks, and | appreciate everybody's
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i deas, but | think it goes back in my mnd to what
M. Towne said initially which is we have certain
mar kets that are well overexposed and sone that are
under exposed.

When you go to the fairs, what you find is
that you'll see a different population at the track,
and you'll see famlies, and it becones an event.

If you | ook at those tracks that are
successful, they are all special events, whether
it's Keenel and, whether it's Del Mar, whether it's
the fairs.

But when we get into these extended | ong
meets and what we have are just another day of
medi ocre racing in facilities that aren't
necessarily confortable or offering other incentives
in terms of dining and acconmpdations, it's tough to
lure anybody that's a novice out to the track.

I think the problemis not our hard-core
pl ayers. They're going to ganble whether they're
ganbling over the Internet or one of our ADW
providers or at the track.

The question is how are we going to get
fans in? And there we have the dichotomy of how do
we keep our track partners healthy so that they can

operate and make a profit on an investnent.
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Consequently, we have tracks that are in
j eopardy of being closed. So it's a very difficult
problem but on the other hand | think it comes down
to -- and the reason we're going to start |ooking at
dates early is we have to consider whether or not we
shoul d be running fewer racing days per week during
the | ong extended meets and should we be trying to
create nore special event neets.

I know that | bounced the idea off a few
people that, you know, in California the wine
country, Napa, is very popular. And in a certain
time, which is the crushing season, there is a whole
series of events up there.

And if there was an opportunity to take
the track that's nost adjacent to it and make it
into a boutique wine -- the wine festival neeting,

t hat maybe we could introduce people that we have a
speci al 16-day Keenel and style neeting.

And | know that hits the heart of those
peopl e that have tracks that are not, you know, the
Bay Meadows and the Gol den Gates who are going to
say, "Oh, God, not us."

But if they could be the operators and
find a way not to |lose their profits and maybe get

behind trying sonmething to create some speci al
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events to serve the underserved popul ation, we m ght
be able to find that we can create sone excitement.

And coupled with that we're ignoring that
today if it's not on television, it doesn't do. It
doesn't worKk. And while | applaud the HRTV and the
TVGs, they're preaching to the choir

They' re addressi ng people that are already
addicted to the sport or indoctrinated. Somehow we
have to find a way to get media buys and exposure to
our sport to those people that are either on the
peri phery or not even inclined to cone.

And toward that end, we did have to bring
back the Fans Comm ttee nmeetings. W had a couple,
and we didn't have nore, and we probably should
have, trying to find ways to buy in bulk and see if
there isn't a way that com ng together we could
be -- get nmore and greater exposure.

But, you know, perhaps it's something we
shoul d be exploring further because, you know, it's
depressing to go to any of our major tracks today if
you're there on a Wednesday, Thursday or Friday, and
somehow have to overcone that. And |I'm not sure
that we shouldn't be cutting back the nunber of
raci ng days even during the week.

CHAI RMAN HARRI'S:  Well, that's a big
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subj ect to discuss when we get to it. For now
think one of nmy concerns is just that we're
continually looking for things. W have (inaudible)
mar keti ng fund. It is 36 mlIlion a year. One of
our concerns there is is that money being well
spent, which it may well be.

I'd like to see some way to survey what
the percentage of racing is and which fans in
California in general what sort of things we can do,
what they |ike about it or don't |ike about it or
what the perception is.

I don't think we've really done those
baseline studies. So we're all reacting, "How are
we going to get them there tomorrow?"

As Jerry pointed out, | think we need nore
stories. All of us know wonderful stories of
jockeys, trainers or owners, horses. There's a

great novie out right now, "Dreaner," that's a

real -- if you don't quite i magine (inaudible).

Ri chard Craft is sobbing throughout. But t hat
shoul d help racing, and | don't know if we shoul dn't
be | ooking at ways to do joint promptions with
things like that.

But anyway, | don't want to take too much

time on this. I just put it on there to stinmulate
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some t hought. | appreciate everyone's input.

Let's move on to a little bit of an up
note on the two reports you've got com ng on Ponona
and Fresno on their results.

MR. REAGAN: Yes, Conm ssioners.

Absol utely. The Los Angel es County Fair, which
actually had one day less this year, 16 instead of
the normal 17, actually had a very good meet as

i ndi cated by George.

Their on-track average was up 9.78. Their
off track up 7.25. Of course, big increases stil
to the ADW though we find the leveling place that
in a few years, but overall a decent neet.

And then, of course, Fresno -- a push-on
track, a little off track but enough big increases
in their export and ADW so that their overall handle
is up. So some reasonable results.

CHAI RMAN HARRI S: Now we' re
emerging -- | think the experiment of theirs didn't
work with Fresno running two overlap days each week
They had a tough go because wi thout Sacramento they
did lose quite a few horses to out of state, but it
was encour agi ng.

That meet was up, and then sone people

(i naudi bl e) but they really did. It was just
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i ncredi ble on any of the weekdays and on the
weekends. It was nice. That was the first
grandstand (i naudi bl e). It was pretty amazing.

Any questions on those two reports?

We'll nove onto the committee report. The
report of the Medication Conmttee basically net
yesterday, and they're still reviewing the Racing
Comm ssioner's International reconmmendati ons on
how -- what sanctions should be for violations and
what categories of medications go into how to
categorize medi cati ons based on the seriousness of
any msuse.

And it is still a bit of a work in
process, but | can assure you that in California the
current programis one of the best in the country,
if not the best. And it is emerging a | ot of
uni formty (inaudible).

Al so, Dr. Jensen presented a report on
i vestock and horse ID, and he was very innovati ve
in getting a grant fromthe USDA to help that al ong.

Is Dr. Jensen here?

Why don't you just give us a quick rundown
of our horse ID

DR. JENSEN: Dr. Ron Jensen, Equi ne

Medi cal Director to the Board. As we' ve discussed
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before, there is a mandate from the federa
governnment to the USDA, United States Departnment of
Agriculture, that all livestock, including horses,
be able to be electronically identified and traced
back within 48 hours of an outbreak of infectious
di sease or bioterrorism attack.

There's al so been interest in the racing
i ndustry in California and throughout the country to
have a better way of nonitoring the com ngs and
goi ngs of horses at the race course.

So the process began | ast summer. There
was some grant noney for projects offered fromthe
USDA to the individual state departnents of
agriculture, in our case, the California Department
of Food and Agriculture.

We were successful in getting funding for
a pilot project in the amount of $97,230, which is
about half of what we projected for this pilot
proj ect. Real briefly, the pilot project envisioned
and will involve the microchipping -- the inplanting
of microchips in about 4,000 horses.

In Southern California -- we're choosing
Sout hern California because there's five |ocations
where horses routinely stay and nmove back and forth

from That's Holl ywood Park, Santa Anita, Del Mar,
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Pomona, and San Luis Ray.

So the process now begins how to work out
all the logistics that are involved and the
devel opi ng of the software. That's been ongoi ng.
The software is being devel oped by Enconpass System
which is a software system a program used by racing
offices in California and throughout the country.

They think they will have this software
ready for testing by December 1st of this year, and
they're going to denonstrate at the Tucson racing
synposi um and we hope to get the project going
sonetime after the 1st of the year.

CHAI RMAN HARRI S:  That's an exciting
project, and it's sonmething that's really mandatory
going to happen at some point, but | think it's
great that California is taking the lead and it will
have a | ot of uses both in identifying horses, which
still continue to tattoo horses, but it will be a
great supplenent to that.

Plus as time goes on, | think we'll be
able to do a |l ot nore because the technology is --
it's emerging technol ogy. But it is proven in other
countries.

DR. JENSEN: One of the things,

M. Chairman, we'd like to say as a review, the
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chips that we're proposing to use not only give a
uni que nunber to the horse in the identification of
the horse, it also records the horse's body
t emperature.

So instead of using a rectal thernonmeter,
you can scan the horse, and we think it's a pretty
good deal if you're taking tenmperature in 40 horses
a day. It will be a lot quicker, a | ot easier
process.

CHAI RMAN HARRI S:  Anything on this
Medi cation Conmttee report? |If not, we'll go on to
the Legislati ve Commttee.

Chai rman Moretti.

COWMM SSI ONER MORETTI: | thought 1'd just
give an overvi ew of what happened since our | ast
Board neeting prior to the deadline for the governor
to sign all the bills.

First of all, I'd like to thank Sue Ross
on the CHRB staff because she is the one who
represented the Board on all of the legislative
billings, passed the bills and analyzed the bills
during process.

And for those of you not famliar with the
| egi sl ative process, this was the first of a

two-year session. So although there were 28 bills
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that were introduced, ten of those will actually
carry forward throughout the course of this next
year.

Ei ght bills were chaptered. There were
six assenbly bills and two senate bills. Senat e
bills included the extension of the (inaudible)
California Marketing Conm ttee, which our chairnman
spoke of wus.

And anong -- there were some other
techni cal changes in some of the bills provided.

Most of the bills were put in by various factions in
the industry.

In particular, the one | wanted to mention
was AB 52, which was the TC02 bill that we
started tal king about way back in the beginning of
this session in January of |ast year. And it was
put in as an urgency neasure, and it didn't actually
go into effect until Septenmber of this year --
Septenber 6 of this year as opposed to when we had
first anticipated hopefully it would have March.

So | would just offer a personal caution
next time we say "we," as an industry, say we want
to get our arns around sonething that we do it prior
to submitting the bill and see if we can work

sonmet hi ng out. I''m happy to call for an emergency
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toget her and work things out because typically a
bill gets signed goes into effect the next January.
The fact that this was an urgency and
there was so nmany anendnents to it back and forth
back and forth that let it go all the way through
the system and didn't pass until Septenber. So

let's just offer that as a personal note.

The session starts up again in January,
and the last day to submt bills to the Office of
(i naudi bl e) Counsel is January 21. So if there are
any particular issues that we want to pursue
| egislatively, we will be meeting prior to that.

And there may be some things that the
Board will sponsor. I know all of you individually
have your own lists that the public be sponsoring.
So | just wanted to try to give you an overvi ew on
t hat .

CHAI RMAN HARRI S: Thank you. I think
that -- I'mcertain the Board doesn't necessarily
get involved in the |legislation that much, but al
of the different factions that would be interested
in getting together early on and try to get an
agenda because it is pretty much a given that in

Sacramento you' re not going to get something done
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wi t hout at | east a consensus of -- sonme good degree
of consensus.

We need to do that early so that
(i naudi bl e) we have a few bills that were floating
around at the end that fell apart that probably
woul dn't have with better preparation

So anything on |egislation? Let's nmove
onto other business, general business.

Anything in general business?

COMM SSI ONER SHAPI RO: | have a matter
under old business I1'd like to discuss.

As we have recently heard, unfortunately
and to the di smay, of course, of Hollywood Park and
to all of the industry, the turf course is not going
to be operable for their upcom ng neet.

When we approved that application, there
were a lot of turf races and issues related that
that turf festival neeting revolves around. I would
like to hear fromthe operators of Hollywood Park
what the racing programwill be.

I'"d like to make sure that what steps are
bei ng taken are going to be providing the racing
opportunity in California for horses that are going
to be displaced that are predom nantly turf horses.

It would be my hope that this does not
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become an issue between two different ownership
entities but one where we're | ooking at the greater
good for California and we can still provide a venue
for turf racing in California during that 31-day
peri od.

So, M. Liebau, if you could fill us in,
I'd love to hear it.

MR. LI EBAU: Jack Liebau from Holl ywood
Par k.

We have an unfortunate situation in that
the turf course at the new Holl ywood Park Raci ng
Associ ation inherited is not suitable for racing.
And, in fact, as of this m nute does not exist. The
old turf course has been noved. We're in the
process of redoing the base at this very nonent, and
there probably will be new sod laid for a new turf
course Monday of this com ng week

It was thought to be essential that we
move ahead with speed so that we would be assured of
having a turf course that would work in the summer,
and the turf course that we inherited unfortunately
is sinmply not suitable for racing for a whole
variety of reasons that | don't think there's any
use going into. It's just a fact it doesn't work.

We met yesterday with the Thoroughbred
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Owners of California, and after considerable
di scussi ons have come up with a plan that we think
is in the best interest of everyone concerned. I
don't think it will please everyone, and |I'm not

sure there's a solution that can possibly please

everyone.

We continue to race at Hol |l ywood Park. We
wi Il | have a stake schedule that will embrace dirt
racing. Our overnights will all be on dirt. A

substanti al anmount of purse nmoney that would have
ot herwi se gone to the fall festival will enhance the
purses at Hol |l ywood Park

As sonme of you know, Hollywood Park in the
fall had a situation where the purses were slightly
| ess than Oak Tree and a great deal |ess than Santa
Anita. Those overnight purses will be increased,
and that's where we stand.

I think M. Cuoto from the Thoroughbred
Owners of California is here to outline the plan
t hat came about through negotiations yesterday with
his Board of Directors. And | think that, as we al
know, this is a partnership between the tracks and
t he owners. Partners have met and will hopefully
come to the best possible plan. Thank you.

MR. COUTO: Thank you. Drew Cout o,
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Thor oughbred Owners of California.

Jack is correct. W met yesterday three
times with managenment from Holl ywood Park to discuss
the situation of what possibly could be done going
forward, and ny racing affairs commttee worked
toward the best solution that we could negotiate
with Holl ywood Park and one that we think answers
some of the needs created by the failing of the new
turf course but not all of the needs of owners and
with turf horses in Southern California.

And unfortunately between the two of us we
were just not able to solve all the problens, but
what we've discussed yesterday was a request to
reduce the number, total nunber of race days for the
Hol | ywood Park fall neet.

Since it would be an entirely dirt racing
meeting, we projected against |ast year's numbers
and determ ned that we would be | ooking at, at | east
a 25 percent increase in the total number of dirt
races run using an inventory that's slightly smaller
t han what we had | ast year and realized from an
average field size you would not be putting any type
of race on that would be of interest to fans,
pl ayers, or would do this industry any good to put

out there. So.
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An agreenent was reached that Holl ywood
Park woul d be seeking to run 27 days rather than 31
days. And dependi ng on inventory, if inventory was
there sufficient to run one additional day of 28,
they would like us to consider working with them for
a 28th day. Again, if the inventory was there to
sustain that, we'll keep an open m nd; that they
were shifting a substantial portion of the nonies
t hat woul d have been used for the turf festival
stakes to the overnights and the projection is that
that will increase overnight purses sonepl ace
between 12 to 14 percent above what they were | ast
year.

We asked that they |limt the nunmber of
overnight dirt races run on the 27 days to 8 -- an
average of eight which would give them 216 overni ght
dirt races. And because there were no Holl ywood
Par k management to assure us that it was not
feasible to run a short stakes turf meet during
theirs over at Santa Anita, |logistics of noving tote
equi prent and tote cards and a number of other
problenms with receiving the course, we |ooked at
usi ng sonme of the stakes nmonies, which |I think we
agreed were -- the proposal from Holl ywood Park was

using 166, 000 stakes nmonies to supplenment a series
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of special event races held up at Golden Gate on the
turf.

And the objective would be to fill
categories that horses would have had the ability to
run in Hollywood Park, primarily turf races. Up
north with the purses being suppl emented above what
Gol den Gate was al ready paying, we've noved those
purses to the equival ent of what would have been
paid at Hol | ywood Park, and then Hollywood Park
woul d pay the transportation of the horses north and
south for that -- for those events.

And there m ght be a point at which we
expl ore this subsidized north-south shipping through
sources such as SCOTWNC in the future. But at
this point it's my understandi ng that Hollywood Park
is prepared, if it's not a SCOTW NC endeavor,
that they will pay the cost of shipping those horses
north and south.

Again, it was not a perfect solution by
any stretch. There is a -- there is a significant
number of horses and owners that will be affected by
the lack of stakes opportunities.

We try to get them -- we were unable to
negotiate that. Again, Hollywood Park felt that was

| ogi stics, but we think we tried to turn a bad
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situation into one that is |ess bad than the
al ternative.

And if there's any questions, |'Ill be
happy to answer those.

COVM SSI ONER SHAPI RO: Well, I'd like to
try to understand the econom cs of it because | hear
$166, 000. And over the last two days | have been in
Santa Anita and spoken to a lot of trainers, and a
|l ot of trainers are saying they have nowhere to go
with their upper-end horses that are turf horses.

Why aren't there a couple of specia
events stakes that are being schedul ed at Gol den
Gate in addition to the 166,000 that would all ow
those people to keep those horses here in the state
and set them up?

Because as | understand it, some of the
peopl e use those stakes as a springboard to the
Santa Anita neeting that follows. So why can't,
rat her than boosting the overnight purses on dirt
races by 12 to 14 percent, wouldn't it be better to
boost those purses 8 to 10 percent and create at
| east some -- a couple of stakes opportunities up at
Gol den Gate in addition to the 166, 000 that would
all ow those people to have a racing opportunity?

CHAI RMAN HARRI S:  Actually on that
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question too, I'mnot really clear if there's any
| egal authority or question. Can you nove purses
from one purse pool to a purse pool in another area?

Is this something you can do, or is there
any authorization in the |aw that addresses that?

MR. COUTO: Two questi ons.

CHAI RMAN HARRI S: One i s enough.

MR. COUTOC: Sur e. Let me try to answer
M. Harris's first and then M. Shapiro's.

There are some vehicles that can be used,
for exanple, 19618(D). We're tal king about a series
of special events races.

So from a fundi ng standpoi nt we have a
little broader -- we have a little margin to work
with in terms of the origin of the purse revenues to
be used. That's one mechani sm we m ght use. There
may be others. We're |ooking exactly, but we're
pretty confident at least initially that 19618(D)
will give us the -- at least (inaudible) to nove
t hose purses.

Two, as far as stakes go, obviously from
the owner's standpoint we want to see stakes offered
somepl ace. This was a negoti ation. Rat her than
identify exactly what races will be ridden up north,

what we decided to do was to put the two racing

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

97
secretaries together, Sean Really at Gol den Great
and Martin Pansa, and ask themto work together to
devel op the best programto take care of the
horsenen's needs from the south, give them sone
freedom to do that.

If they are unable to reach an agreenment,
there was a mechanism for how that would be
resol ved, |l argely a negotiation involving
M . Liebau, M. Charles and nyself in representing
TOC.

But yes, exactly what that program will
|l ook like in the north we don't know right now, but
we are limted based on -- based on the negotiations
to 166,000 to do those races. We would | ove --
obvi ously | ove to have nore.

COMM SSI ONER SHAPI RO:  Well, | read the
paper, the article in the L.A Times yesterday, and
believe me I'm not saying that | believe everything
that comes out of Bobby Frankel's nouth.

However, he was pretty enphatic that, you
know, he had planned to bring horses here and he's
not going to bring them Then while in the track
yesterday | ran into an owner who said he was
shi pping six horses out, and in light of this he's

not shipping those six horses out because there
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won't be any races. They're stakes horses.

I don't understand when we're so
desperately short of horses. I did see this nice
brochure that was put out trying to bring new
stables to California -- that we're not going to
offer some stakes to try to retain those horses here
in California.

CHAI RMAN HARRI'S:  Well, they are.

They can do that. I don't think there's any
restriction on what program Gol den Gate obvi ously
is smart enough to put on a turf program that will
attract as many horses as they can. So | don't
think there's any restrictions in them doing that.

COMM SSI ONER SHAPI RO:  Well, but what I'm
hearing is none of them are going to be stakes
races. Why shouldn't there be al so some noney set
aside for some stakes races that would be in the
same cl assifications that would have been those
stakes that are part of the turf festival?

CHAI RMAN HARRI S: Does TOC say they
don't want to be in stakes?

MR. COUTO: No. I think the course of
the discussion was that we were dealing with a
number of issues yesterday, and exactly how this

money woul d be spent on a racing program up there
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was not something that was really prudent to have
managenent representatives for our conmttee at that
poi nt say we're going to use 10,000 here, 5,000
t here.

What we're hoping to do is find a way
using the creativity of the racing secretaries to
create races and suppl ement races so that we can
fill some of the voids created by the failure of the
turf horse down here.

As | said, it's far fromthe perfect
sol uti on. St akes horses are the one group that
could not be conpletely accommodat ed, but we're
going to do our best to find a way.

As far as | ooking around the country as to
where horses would be going, we happened to have a
very bad year from a thoroughbred standpoint. Turf
course opportunities in Louisiana at fairgrounds
don't exist this year.

When we | ooked at what alternatives there
were in Florida, you look at Call To Racehorse,
whi ch has been deci mated by a hurricane and even at
its best offers purses on turf races |ess than those
of fered at Golden Gate on a daily basis.

So we still -- the only jurisdiction that

arguably offered a better purse opportunity and
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st akes opportunity is Churchill, and that meet ends
I think on the 27th of Novenber.

So we -- again, there's not nuch
opportunity anywhere around the country. W're
doi ng our best to create opportunities. And, yes,
if my Board felt to be a major racing jurisdiction
l'i ke Southern California and to only offer turf
opportunities for quality horses fromthe end of
Del Mar to the beginning of Santa Anita for 30 days
is not something anyone is happy about.

COWM SSI ONER SHAPI RO: Let me get right to
the bottom Iine. If there's $166, 000 which could be
used for what 1'1Il call allowance type horses to
suppl ement what turf races don't exist at Gol den
Gate, why not make it 366,000 and be able to offer
$200, 000 races for stakes horses?

CHAI RMAN HARRI S: Well, why don't you
just give it all to thent

COVM SSI ONER SHAPI RO:; No, |'m not saying
t hat .

MR. LI EBAU: M. Shapiro, we are operating
under extremely difficult circumstances because of
the fact that our turf course did not work. That is
not the fault of the holder of the |license right

now, and whose fault it is isn't really inportant.
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COVM SSI ONER SHAPI RO: I"m not trying
to --

MR. LI EBAU: I"msorry. W've got to dea
with the facts as they now stand. The facts are we
do not have a turf course. We need a certain anount
of purse noney in order to offer racing during this
meet .

Based on what the Thoroughbred Owners of
California have their concerns are, that with us
dropping four days with a possibility of getting one
of those days back plus the $166, 000 that is being
redistributed to Gol den Gate for purses, which
frankly may or may not be | egal but may be okay
because of the facts that we're now facing in this
terrible situation that we have.

We need a certain amount of purse noney in
order to get through our neet, and that's the bottom
i ne.

COVM SSI ONER SHAPI RO: OCkay. And |
understand it.

MR. LIEBAU: And as | said to begin with,

I understand everybody's concern and their passion.
But, you know, the partners in this thing have met
and come to a solution, and | guess the solution is

unacceptable to you.
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COVM SSI ONER SHAPI ROC: Well, no.

MR. LI EBAU: | think it is.

COWM SSI ONER SHAPI RO:  What |'m saying is
I would like to try to address all of the race
(i naudi bl e) we can. What | heard you say was
there's a 12 to 14 percent increase, and | don't
know t he econom cs

But if there were $200,000 races in
addition to the 166 -- just hear me out -- what
woul d the purse increase then be that was remai ni ng?

Would it be 8 percent? What would -- it
woul d still be additional purse nonies. So what |I'm
trying to say is why can't --

MR. LI EBAU: -- our purse noney that, if
we woul d have done the turf festival, was we need
additional purse noney in order to entice horses to
fill our races during the meet, and we have come to
the conclusion that the purse structure that we are
now proposi ng, which is about 14 1/2 percent, wil
allow us to get through the neet.

Now, we have steadied that, M. Shapiro.
We've discussed it with the TOC, and everybody has
agreed that that is what we need. Now, | understand
that you don't agree with it.

COMM SSI ONER SHAPIRO: No. [|I'm
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questioning if there isn't a better solution. And |
believe that it is worthwhile for us to explore
trying to address all the horses that are here in
our horse popul ation.

So I'"'msimply trying to ask you if it was
$366, 000, what would the effect be on overnight
purses? | understand you just said it's 14 1/2

CHAI RMAN HARRI S: For clarification,
this 166 that we're tal king about, is this com ng
fromthe purses, the horsenmen's purses, or is this
com ng from Hol | ywood Park's own account?

MR. LI EBAU: From the purses, and there's
a problem that that m ght not be | egal

CHAI RMAN HARRI S: Because, as | read

it, you can't do that. I mean regardl ess of the
merits of doing this. I read this, they're talking
subdi vision -- this 19618. E says -- basically

doesn't apply any paynent by an association in

connection with any social racing event. Now, the
association can do it. I f Holl ywood Parks says, "W
want to do it," you can give 10 billion or

somet hi ng.

MR. LI EBAU: That provision is usually
used for John Deere or sonmebody |like that. What we

are, we are in a terrible situation. We think that
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this is a solution. You know, in times |like this,
soneti mes maybe the law has to bend a little bit.

CHAI RMAN HARRI S: Maybe we shoul dn't
wai ve that rule if that's what's happening.

COWM SSI ONER SHAPI RO: Ckay. So |

understand that's the technicality of it. But it
goes -- I'mtrying to get back to what would the
effect on your overnight purses be if it were -- if

there were $200, 000 races that went to address the
st akes horses that don't have a place to race?

CHAI RMAN HARRI S:  Well, the thing on
this race -- I"'ma little befuddl ed where there are
pl aces for people to race at Gol den Gate, assumi ng
they can redo their dirt race program

I think the problemisn't so much a place
to race as they don't have sufficient purses to race
for. If Bobby Frankel wants to run in a $200, 000
race and the race at Golden Gate is 60,000, which is
a problem for him but it's not -- | don't think you
can characterize that as no place to race

MR. LI EBAU: | think that the nunmber will
go down roughly somewhere between 2 and 3 percent.

COMM SSI ONER SHAPI RO: So by taking out an
addi ti onal 200,000 would reduce the 14 1/2 increase

to 2 percent?
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MR. LI EBAU: No. By 2 or 3 percent.

CHAI RMAN HARRI S: But the thing is
this is a direct agreenent, as | understand, has
been -- | think it sort of dubiously |egal anyway.
But assumng that it's legal, which I don't buy
into, that it's a bilateral agreenent between TOC
and Hol |l ywood Park on a deal on purses.

| just don't see where we can intervene
and say, "We don't like this bilateral agreenent
because we talked to some trainer that said he
didn't have a place to run and we want you to put
more noney into it."

COWM SSI ONER SHAPI RO: Wel |, again, we
review license applications, and | want to be very
cl ear. I am not | ooking to blame your organization
what soever for the turf course. I have no clue what
happened here.

I applaud you for coming forth as quickly
as you did. I think you made the absolute right
deci sion that we're not putting people or horses on
a course that may not be safe. And that's not where
I'"'mcomng fromat all. Okay. So | appl aud you

But what | am |l ooking at is |I don't
understand that if what we're talking about is

taki ng something froma 14 1/2 percent overnight
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1 increase for dirt racing and we have the opportunity
2 to lower that to 10 or 11 percent and still provide
3 perhaps racing opportunity for all classifications

4 of horses, is that not a better plan? W review

5 these license applications. So isn't it in our

6 purview to weigh in on this?

7 MR. LI EBAU: I think one thing |I don't

8 think that you review, M. Shapiro, is like the

9 st akes schedule. | don't think that this Board ever
10 reviews the stakes schedule. That is sonmething that
11 is negoti ated between the track and the horsemen.
12 CHAI RMAN HARRI S:  What could have
13 concei vably happened was that in your horsemen's
14 agreenent, TOC could say there's a breach because

15 (i naudi bl e) when you cone in.

16 As | understand it, this is a plan to
17 negotiate. As far as the purse levels, | mean

18 Richard or I -- 1 think if we went to the paddock
19 for all those dirt races and said, "Well, do you

20 really want to run for 20,000, or would it be okay
21 if you just ran for 19,000 because we want to send

22 sonme nmoney up to Golden Gate so they can have a

23 better stakes program Is this okay with you?"
24 I don't think too many horsemen woul d say,
25 "Oh, that's fine. Whatever Frankel thinks. That's
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good. "

MR. LI EBAU: And then the other thing
you' re tal king about running a couple stakes races,
grass races to replace this because of our turf
hor ses. I mean we had eleven turf races all for
different type of people. I mean how do you choose
whi ch ones you're going to run?

CHAI RMAN HARRI S: I think didn't | ast
years come off the turf anyway?

MR. LIEBAU: That's another thing. When
you're tal king about the turf racing, it's been
known to rain and not use the turf course for a
mont h or two nmont hs when you've had turf races

schedul ed.

I mean it's a terrible situation. It's
unfortunate, but | can't do anything about it, and
neither can the owners. | mean they're in line with

their turf horses. There's no place to send them
There's just no place. You're not going to send the
good turf horse to (inaudible), and Churchill Downs
cl oses on November 27, and you're going to take the
chance of sending a horse to Churchill and you've
got a lien to cover your expenses?

You know, M. Harris, when you tal k about

this being dubious legally -- yeah, but, you know,
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maybe under the circunstances we all | ook the other
way and, you know, get on with it.

But | really think that as far as a -- and
this may be disrespectful, and some of you may not
appreciate this conment, but | mean | think that if
the owners and the tracks enter into an agreenment
and they've | ooked at all the pros and cons of it
and it's -- | don't know whether you really should
be second guessing that. And |I'm sorry,

M. Shapiro, but you and | guess di sagree on that.

COVM SSI ONER SHAPI RO:  Well, it's okay for
us to disagree, and | don't believe we al ways have
to see the sanme thing the same way.

However, | guess | look at it that we are
charged to being the regulators and the guardi ans of
the sport and | ooking to enhance the game.

I see in your application today there's a
st akes schedul e. I don't know why it's in there if
what you're telling me that we have no business
comenting on a stakes schedul e.

CHAI RMAN HARRI' S: Because that's been
approved by TOC.

MR. LI EBAU: Absol utely.

COVM SSI ONER SHAPI RO: I'"m not saying it's

not subject to approval to the horsenmen's agreenent,
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but these issues are presented to us. The
application that was presented to us back then,
whi ch, of course, you knew nothing |ike this would
happen. Again, there's no fault here | aying at
anybody's feet.

But, on the other hand, if there's an
opportunity to enhance California racing, | believe
that, despite what the track and the horsemen neke,
the owners may feel that we should be weighing in on
what's good for California horse racing. I think
that's what our job is.

MR. LI EBAU: And how would you do that?

COWMM SSI ONER SHAPI RO:  How would | do it?
I"mdoing it right now

MR. LI EBAU: | know that, but is there
some di scussion or evidence being presented as to
whet her the 14 is better or --

COWM SSI ONER SHAPI RO: No. I don't have
the answer. | don't have the answer, but what | am
saying is that if it's 10 percent increase in purses
that takes care of the dirt horses and there's an
opportunity to offer some stakes opportunities for
those horses that now are going to have to train
their way up to races, maybe we can make -- give

everybody somet hing. Everybody can get a piece of
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somet hi ng, you know, a little bit of |emnade out of
something that's a | enon.

CHAI RMAN HARRI'S: We need to keep in
mnd the dirt races at this fall meet are still
going to be less of purses than Santa Anita. It's
not like this is enhanced over the next neet. It's
just not quite as bad.

This whole situation is very inportant.

In the perfect world this should have never

happened. We should have had the turf course, but
we don't. So we've got to play with the cards we're
deal t.

MR. LI EBAU: And the purse |evels, when we
rai se them up, the md-claimng purse, md-claimng
purse races -- guess what? They'll be exactly equa
to Golden Gate. That's why we have stakes at
14 percent. It's not that we're -- you know, these
purses that we're offering are not outl andish.

CHAI RMAN HARRI S: Nobody is getting a

wi ndf al |

MR. LI EBAU: And sone of these turf
horses, who knows. They may run on the dirt. It's
been known to happen. It happens, you know.

CHAlI RMAN HARRI S: ' m not clear on
that eight races a day. If you do that, is that an
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average? Because if you do that as an average, what
are you going to do on weekdays?

MR. LI EBAU: That's overnight horse races.
They're stakes races of approximately twelve stakes
races that would be run on top of that. I would

assume, M. Harris, that if there's nine horses --

nine races, that we will talk to the Thoroughbred

Owners of California and say, "Well, it |ooks l|ike

we'll run nine over nine. I's that okay with you?"
And |'m sure that, if it's reasonable,

they'Il do it. I mean there's no hard and fast

rul es. But, you know, we're going to talk to them

about it and cone to reasonable results, and they're
as interested as we are in having their, you know,
their menbers participate in races that earn purse
noney. I mean that's the way it is.

CHAI RMAN HARRI S: Well, | don't know
if there's too much we can do on this. As
understand, it's just a redo of the horsenmen's
agreenent. I mean one of the problenms is actually
third party inpacts with the different unions and
(i naudi ble) starting gate and the whol e thing.

Plus there's the inpact of the Northern
California track will be running without a conpanion

feature in the south which I think is an interesting
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experi nment. I always thought that m ght be
somet hing to | ook at. But it's unfortunate right at
this time there aren't too many other tracks com ng
in either. So M. Tunney is here from Golden Gate.
Do you have any feeling of how the | oss of

t he southern signal on these four or |ess days or

three or less days will inpact your panel on those
days?

MR. TUNNEY: Hi . I'"'m Peter Tunney
representing Golden Gate Fields. The answer to your

question is certainly we would prefer to discuss
this. W prefer a signal to be consistent with the
north and south signal. If you want to quantify
that, | don't know. We'll have to wait and see how
this negotiated settlement works out.

CHAlI RMAN HARRI S: It should be
i nteresting. If there's only one track running in
California, can you still bring in as many si nul cast
signals, or is that sinmulcast signal inport
contingent on two tracks running?

MR. TUNNEY: No. We do that now someti mes
when Oak Tree takes a |ater post tinme.

CHAI RMAN HARRI S: I thought there was
so many days.

UNKNOWN SPEAKER: I think the answer is,

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

113
if the south is dark, the 23-race |limtation is not
| ost.

CHAI RMAN HARRI'S:  What is it then?

UNKNOWN SPEAKER: What ever you want
subject to whatever is left in the bank, the bank
bei ng what number of races that were run in 1992.

It's also the opposite of that. I f the
north is dark and the south is running, the north
can have as many races as they want subject to the
bank.

One thing that's happening here that
probably -- it couldn't be a nmore opportune tine
because, whatever is left in the bank, you know you
aren't robbing from anybody el se.

MR. TUNNEY: But we've al ways used the bank
to try to be as equitable as we could throughout the
entire year. There were races offered before the
negoti ated settlement at Gol den Gate Fields that may

be attractive to horses in Southern California.

Just from a horseman's standpoint, | hope
this all works out. It's been a negoti ated
settl ement. Everyone seems to agree. And if it
wor ks out, it's terrific.

CHAlI RMAN HARRI S: In fact, one of the

key things to look for is you have good weather in
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1 the north and you're able to utilize your turf

2 course

3 MR. TUNNEY: Yeah, and we have been. And
4 in general the nonth of Novenber is good weat her,

5 and so i s December. If it does work out, can | get

6 a plaque like the city of Arcadia?

7 (Laughter.)
8 CHAI RMAN HARRI'S:  We'll work on that.
9 Okay. Well, this was just on there for

10 di scussion. We can't really take any action. This
11 is a very unfortunate situation. One of ny

12 frustrations is that we've got a |ot of horses in
13 training in California, | would guess, in basically
14 a pool of horses between Santa Anita and Hol | ywood
15 Park and San Luis Ray, and there's probably -- |

16 don't know -- hopefully the racing secretaries.

17 But | would guess there's got to be about
18 3500 horses that somebody is paying a training bil
19 on every day, and it would seem that we could fill
20 sonme races regardless if it's on the turf or the

21 dirt or the nmud or where. But the whol e horse

22 i nventory is of concern.

23 And that's one of the problems with the
24 busi ness is that anybody that owns a horse has to

25 pay a training bill every day, and to pay that bill,
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they're hoping to win noney at some point. And if
we start taking away too many days and too many
races, we jeopardize that. I realize you hopefully
will bring in bigger purses when you do wi n, but
we' ve got a | ot of blue collar horses out there that
still are trying to make a |iving.

Any other thing on this? Any conmments
from the comm ssioners?

Okay. Then we'll hope the experiment goes
well, we'll get a good report on this in the January
meeting and see all the different ram fications.

I think the potential of running sone
four-day weeks is it does have sonme potentials as to
how it's going to work

MR. CASTRO:  You hit my buzz word.

Ri chard Castro representing the Pari-Mituel Clerks.

Let me go back. We've always taken the
position that we don't |ike regulators interfering
in the collective bargaining process, and | think
these two parties really do deserve a lot of credit
under a very bad situation

When we negotiated our agreenent, the
i ssue was continually raised. We hear from
M. Shapiro often, you know, race four days a week,

race three days a week. Make it special. When we
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negoti ated our four-year agreenent, we tied into
medi cal coverage, vacation pay, sick pay, based on
what the current schedule is now.

So every time you raise a reduction of
raci ng days, you're infringing on our contract.
Now, |'m extrenely fortunate. I don't feel that |
have an eneny in this industry. I think I have an
open-door policy with virtually everybody in the
room

So if in fact you do go down that road,
I'm confortable that we can work a sol ution out.
But | do want it on the record, when you start
cutting days, you're infringing on a wage earner's
wages, and in this case this is right before
Christmas. We don't like it.

But, on the other hand, | think the
parties are to be commended under a very bad
si tuati on.

CHAI RMAN HARRI S:  Yeah. Hopeful Iy
(i naudi bl e). But still in the south -- in this case
Hol | ywood Park and the total southern satellite
network will still remain open on those days to take
races in from Golden Gate and wherever they're
comng in from So that m ght be good because, if

it works out, that will generate some additional
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purse nmoney that mght mtigate some of the | osses.
Okay. Anything else to discuss? Thank
you very much for everyone's input.
(Wher eupon, the proceedi ngs adjourned at

12:48 P. M)
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